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SECURITIES AND EXCHANGE COMMISSION 
Washington, D. C. 20549 

Form 10-Q 
[ X ] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d) OF THE SECURITIES 

EXCHANGE ACT OF 1934 
For the fiscal quarter ended March 30, 1991 

OR 
[ 1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 

EXCHANGE ACT OF 1934 

Commission file number 1-5480 

TEXTRON INC. 
(Exact name of registrant as specified in its charter) 

-id-

Delaware 05-0315468 ^ 
(State or other jurisdiction of (I.R.S. Employer 

incorporation or organization) Identification No.) 

40 Westminster Street, Providence, RI 02903 
401-421-2800 

(Address and telejAooe number of principal executive offices) 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed 
by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 
months (or for such shorter period that the registrant was required to file such reports), 
and (2) has been subject to such filing requirements for the past 90 days. 

Yes X No 

Common stock outstanding at April 27, 1991 - 85.411,000 shares 



PARTI. FINANCIAL INFORMATION 

Item 1. FINANCIAL STATEMENTS 
TEXTRON INC. 

Consolidated Statement of Income (unaudited) 
(Dollars in millions except per share amounts) 

Three Months Ended 

Revenues 
Sales 
Interest, discount and service charges 
Insurance premiums 
Investment income (including net capital gains) 

Total revenues 

Costs and expenses 
Cost of sales 
Selling and administrative 
Interest expense 
Provision for losses on collection of finance 

receivables, less recoveries 
Insurance benefits and increase in policy liabilities 
Amortization of insurance policy acquisition costs 

Total costs and expenses 

Income before income taxes 
Income taxes 

Net income 

Net income per common share 

Average shares outstanding* 

Dividends per share: 
$2.08 Preferred stock. Series A 
$1.40 Preferred stock. Series B 
Common stock 

March 30, 
1991 

$ 1,271.8 
295.9 
254.2 

86.8 

1,908.7 

1,015.8 
335.7 
193.7 

29.3 
188.4 
33.5 

1,796.4 

112.3 
45.9 

$ 66.4 

$ .76 

86,948,000 

$.52 
$.35 
$.25 

March 31, 
1990 

$ 1,296.5 
269.5 
236.3 

81.6 

1,883.9 

1,029.3 
327.9 
188.2 

24.1 
174.1 
34.7 

1,778.3 

105.6 
39.4 

$ 66.2 

$ .73 

90,624,000 

$.52 
$.35 
$.25 

*Average shares outstanding assume fiill conversion of preferred stock and exercise of options. 

See notes to consolidated financial statements. 



Item i. FINANCIAL STATEMENTS (Continued) 
TEXTRON INC. 

Consolidated Balance Sheet (unaudited) 
(In millions) 

March 30, December 29, 
1991 1990 

Assets 
Cash $ 42.5 $ 66.4 
Investments 3,463.3 3,348.1 
Receivables - net: 

Finance 5,896.7 5,889.5 
Commercial and U.S. Govemment 861.5 793.9 

Inventories 
Property, plant and equipment - net 
Unamortized insurance policy acquisition costs 
Goodwill, less accumulated amortization of $214.9 

and $205.3 
Other assets 

Total assets 

Liabilitie.s and shareholders* equity 
Liabilities 
Accounts payable 
Income taxes (principally deferred) 
Accrued liabilities 
Insurance reserves and claims 
Debt: 

Textron Parent Company Borrowing Group 
Finance and insurance subsidiaries 

Total liabilities 

Shareholders' equity 
Capital stock: 

Preferred stock 
Common stock* 

Capital surplus 
Retained eamings 
Uneamed compensation related to employee stock 

ownership plan 
Other 

Less cost of treasury shares 

Total shareholders' equity 

Total liabilities and shareholders' equity 

*Common shares outstanding 

See notes to consolidated financial statements. 

6,758.2 
1,365.3 
1,000.6 

583.7 

1,035.6 
911.9 

$ 15,161.1 

$ 478.7 
289.0 

1,234.8 
2,993.9 

2,147.3 
5,297.8 

7,445.1 

12,441.5 

20.2 
11.3 

, 645.0 
2,228.6 

(69.3) 
16.6 

2,852.4 
132.8 

2,719.6 

$ 15,161.1 

85,353,000 

6,683.4 
1,294.2 
1,000.7 

566.1 

1,045.2 
887.4 

$ 14,891.5 

$ 521.9 
328.7 

1,237.8 
2,896.4 

1,925.4 
5,318.9 

7,244.3 

12,229.1 

20.6 
11.3 

644.6 
2,183.8 

(73.1) 
19.9 

2,807.1 
144.7 

2,662.4 

$ 14,891.5 

84,777,000 



Item i. FINANCIAL STATEMENTS (Continued) 
TEXTRON INC. 

Consolidated Statement of Cash Flows (unaudited) 
(In millions) Three Months Ended 

March 30, 
1991 

March 31, 
1990 

Cash fiows from operating activities: 
Net income 
Adjustments to reconcile net income to net cash used by 

operating activities: 
Depreciation 
Amortization 
Provision for losses on receivables 
Deferred income taxes 
Increase in insurance policy liabilities 
Amortization of insurance policy acquisition costs 
Gains on sales of investments 
Changes in assets and liabilities: 

Increase in commercial and U.S. Govemment receivables 
Increase in inventories 
Additions to insurance policy acquisition costs 
Increase in other assets 
Increase (decrease) in accounts payable 
Decrease in income taxes payable 
Increase (decrease) in accrued liabilities 
Decrease in uneamed insurance premiums and reserves 

for insurance losses and adjustment expenses 
Other - net 

Net cash used by operating activities 
Cash flows firom investing activities: 
Purchases of investments 
Proceeds from sales of investments 
Finance receivables originated or purchased 
Finance receivables repaid or sold 
Collections on notes receivable 
Capital expenditures 
Proceeds from sales of property, plant and equipment 

Net cash used by investing activities 
Cash fiows from financing activities: 
Increase (decrease) in short-term debt 
Proceeds from issuance of long-term debt 
Principal payments on long-term debt 
Receipts from interest sensitive insurance products 
Retum of account balances on interest sensitive insurance products 
Dividends paid 

Net cash provided by financing activities 
Effect of exchange rate changes on cash 
Net decrease in cash 
Cash at beginning of period 
Cash at end of period 

$ 66.4 $ 66.2 

43.5 
10.2 
41.0 
(1.2) 
71.2 
33.5 
(3.0) 

(73.7) 
(71.1) 
(51.1) 

. (27.1) 
(41.3) 
(36.8) 
(0.2) 

(2.1) 
7.4 

(34.4) 

(287.7) 
179.3 

(872.2) 
746.1 

0.5 
(37.3) 

2.7 
(268.6) 

(117.1) 
827.3 

(428.4) 
38.5 

(19.2) 
(21.6) 
279.5 

(0.4) 
(23.9) 
66.4 

$ 42.5 

44.0 
10.1 
30.3 
5.8 

64.1 
34.7 
(2.2) 

(126.9) 
(51.6) 
(44.8) 
(27.8) 
11.9 

(36.3) 
8.2 

(1.0) 
(10.0) 
(25.3) 

(237.5) 
137.5 

(794.2) 
726.7 

0.4 
(49.2) 

2.6 
(213.7) 

81.6 
453.1 

(289.9) 
25.5 

(24.9) 
(22.6) 
222.8 

(0.3) 
(16.5) 
29.3 

$ 12.8 

See notes to consolidated financial statements. 



Item 1. FINANCIAL STATEMENTS (Continued) 

TEXTRON INC. 
Notes to Consolidated Financial Statements (unaudited) 

Note 1: Summary of significant accounting policies 

The financial statements should be read in conjunction with the financial 
statements included in Textron's Form 10-K for the year ended December 29,1990. 
The financial statements reflect all adjustments (consisting only of normal recurring 
adjustments) which are, in the opinion of management, necessary for a fair 
presentation of Textron's consolidated financial position at March 30, 1991 and 
December 29,1990, and the consolidated results of operations and cash flows for 
each ofthe three month periods ended March 30,1991 and March 31,1990. The 
results of operations for the three months ended March 30,1991 are not necessarily 
indicative of results for the full year. 

In December 1990, the Financial Accounting Standards Board issued Statement 
of Financial Accounting Standards No. 106, "Employers' Accounting for 
Postretirement Benefits Other Than Pensions" (FAS 106), which is required to be 
implemented by Textron by the beginning of 1993. When implemented, FAS 106 
wiU require Textron to recognize the cost of providing postretirement benefits 
other than pensions using the accmal method of accounting. Currently, Textron 
expenses such costs as paid. In the year of adoption of FAS 106, the transition 
obligation may be recognized immediately or amortized over 20 years. 

Textron is currently studying its postretirement benefit plans and the impact of 
FAS 106 on its consolidated financial statements. Although the study is not yet 
complete and is dependent on the benefit plans in place in the year of adoption, 
the impact of FAS 106 on Textron's consolidated financial statements is expected 
to be significant. 

In 1987, the Financial Accoimting Standards Board (FASB) issued Statement of 
Financial Accounting Standards No. 96, "Accounting for Income Taxes" (FAS 96), 
which is required to be implemented by Textron no later than the beginning of 
1992. Adoption of FAS 96 may be made by either a restatement of prior years' 
financial statements or a cumulative effect charge to income in the year of adoption. 

As originally issued, FAS 96 would require Textron to modify its income tax 
accounting so that deferred taxes are stated at prevailing rates. In addition, FAS 96 
would establish more restrictive criteria for the recognition of deferred tax assets 
and would significantiy modify the accounting for income taxes in purchase business 
combinations. However, the FASB is considering requests to amend FAS 96 so 
as to (a) permit the recognition of deferred tax assets in certain circumstances, (b) 
reduce the complexities of FAS 96 and (c) delay the implementation date of 
FAS 96. 



Item 1. FINANCIAL STATEMENTS (Continued) 

Textron is continuing to study the impact of FAS 96 (including consideration of 
possible amendments thereto) on its consoUdated financial statements. Although 
the study is not yet complete, adoption of this statement as originaUy issued could 
possibly reduce shareholders' equity by an amount up to $150 milUon. The effect 
of certain amendments being considered by the FASB would likely be to reduce 
this impact, possibly significantiy. 

Note 2: Textron borrowing groups 

Textron consists of two borrowing groups - the Textron Parent Company 
Borrowing Group (consisting of aU entities of Textron other than its finance and 
insurance subsidiaries) and the finance and insurance subsidiaries. See Note 9 for 
financial information about each borrowing group. 

Note 3: Acquisition of Avdel pic 

In early 1989, Textron acquired Avdel pic, a fastening systems manufacturing 
business based in England, the total cost of which approximated $250 milUon. 
Avdel had net assets with a historical book value of approximately $40 million at 
December 31, 1988. In March 1989, the U.S. Federal Trade Commission (FTC) 
obtained a preliminary injunction from the U.S. District Court for the District of 
Columbia enjoining Textron from assuming or exercising any form of direction or 
control over the assets or operations of Avdel untU a determination has been made 
as to whether the acquisition of Avdel by Textron would, as the FTC asserts, restrict 
competition in violation of Section 5 of the FTC Act and Section 7 of the Clayton 
Act. As a result of the preliminary injunction and in accordance with generaUy 
accepted accounting principles, Textron is precluded from consoUdating in its 
financial statements the results of operations of Avdel and is therefore carrying its 
investment in Avdel at cost. A hearing before an FTC Administrative Law Judge, 
at which Textron is defending the acquisition of Avdel, began in Washington, D.C. 
in October 1990 and is expected to end in mid-May 1991. A ruUng by the 
Administrative Law Judge is not expected before faU 1991. The preliminary 
injunction of the U.S. District Court wiU remain in effect untU there is a final 
resolution to the Utigation. 

While Textron's results of operations for each of the three month periods ended 
March 30,1991 and March 31, 1990 do not include the results of Avdel, they do 
include (a) interest expense of $4.7 milUon and $5.3 million, respectively, on the 
borrowings related to the purchase of Avdel and (b) cash dividends received from 
Avdel of $.2 milUon and $6.1 mUUon, respectively. 

For the fuU year of 1990 (the latest period for which pubUc information is available 
relative to Avdel's operating results), Avdel's sales and earning before income taxes 
were approximately $163 million and $22 milUon, respectively. Avdel's sales were 
$149 mUUon in 1989 and its eamings before income taxes were $23 miUion. Such 
results do not reflect any purchase adjustments which would be required as a result 
of Textron's acquisition of Avdel, principally amortization of goodwiU. 



Item 1. 

Note 4: 

FINANCIAL STATEMENTS (Cominued) 

Finance receivables - net 

Finance receivables 
Less aUowance for credit losses 
Less finance-related insurance reserves and 

claims 

Note 5: Inventories 

Finished goods 
Work in process 
Raw materials 

Less progress payments 

Note 6: Insurance reserves and claims 

Future poUcy benefits and claim UabiUties 
Premivmi deposits and purchase payment 

funds 
Unearned insurance premiiuns 
Losses and adjustment expenses 

March 30, 
1991 

(In 

$6,295.0 
177.0 

221.3 

$5,896.7 

March 30, 
1991 

(In 

$ 243.7 
1,283.7 

186.9 

1,714.3 
349.0 

$1,365.3 

March 30, 
1991 

(In 

$1,735.2 

1,081.4 
120.1 
57.2 

$2,993.9 

December 29, 
1990 

millions) 

$6,292.7 
176.0 

227.2 

$5,889.5 

December 29, 
1990 

miUions) 

$ 240.0 
1,232.9 

184.3 

1,657.2 
363.0 

$1,294.2 

December 29, 
1990 

millions) 

$1,673.9 

1,045.8 
118.6 
58.1 

$2,896.4 



Item 1. FINANCIAL STATEMENTS (Continued) 

Note 7: Supplemental cash flow information 

Three Months Ended 

March 30, March 31, 
1991 1990 

(In millions) 

Cash payments for interest: 
Textron Parent Company Borrowing Group $ 49.2 $ 62.6 
Finance and insurance subsidiaries 101.7 105.6 

$ 150.9 $ 168.2 

Cash payments for income taxes $ 74.5 $ 73.4 

Note 8: Contingencies 

There are pending or threatened against Textron and its subsidiaries lawsuits and 
other proceedings, including the proceedings described in Note 3 above, some of 
which aUege violations of federal govemment procurement regulations, involve 
environmental matters, or are or purport to be class actions. Among these suits 
and proceedings are some which seek compensatory, treble or punitive damages 
in substantial amounts; fines, penalties or restitution; the cleanup of aUegedly 
hazardous wastes; or, under federal govemment procurement regulations, could 
result in suspension or debarment of Textron or its subsidiaries from U.S. 
Govemment contracting for a period of time. These suits and proceedings are 
being defended or contested on behalf of Textron and its subsidiaries. On the basis 
of information presentiy available, Texfron beUeves that any such UabiUty or the 
impact of the appUcation of relevant govemment regulations would not have a 
material effect on Textron's financial condition. 

See Part n. Item 1., LEGAL PROCEEDINGS. 

Note 9: Financial information by borrowing group 

Texfron consists of two borrowing groups - the Textron Parent Company Borrowing 
Group and the finance and insurance subsidiaries. 

The Texfron Parent Company Borrowing Group is comprised of aU entities of 
Textron other than its finance and insurance subsidiaries. The financial statements 
of this group as set forth below reflect Textron's investments in its finance and 
insurance subsidiaries on the equity basis. Its sources of cash flow include dividends 
paid by the finance and insurance subsidiaries, as weU as cash generated by other 
operating units. 

The finance and insurance subsidiaries finance their respective operations by 
borrowing from their own group of extemal creditors. 



Item 1. FINANCIAL STATEMENTS (Continued) 

Note 9: Financial information by borrowing group (continued) 

TEXTRON PARENT COMPANY BORROWING GROUP 
(unaudited) (In milUons) 

Three Months Ended 

Statement of Income 

Revenues 

Costs and expenses 
Cost of sales 
SeUing and administrative 
Interest expense 

Total costs and expenses 

Equity in pre-tax income of finance and insurance subsidiaries 
Income before income taxes 
Income taxes 

Net income 

Balance Sheet 
Assets 
Cash 
Receivables - net 
Inventories 
Investments in finance and insurance subsidiaries 
Property, plant and equipment - net 
GoodwUl, less accumulated amortization of $96.6 and $91.7 
Other assets 

Total assets 

Liabilities and shareholder?' equity 
Accounts payable, income taxes and accmed UabiUties 
Debt 
Shareholders' equity 

Total UabUities and shareholders' equity 

March 30, 
1991 

$ 1,272.2 

1,015.8 
163.0 
62.0 

1,240.8 
31.4 
80.9 

112.3 
45.9 

$ 66.4 

March 30, 
1991 

$ 11.7 
868.7 

1,365.3 
1,762.6 

875.7 
685.2 
621.7 

$ 6,190.9 

$ 1,324.0 
2,147.3 
2,719.6 

$ 6,190.9 

March 31, 
1990 

$ 1,297.0 

1,029.3 
168.3 
65.2 

1,262.8 
34.2 
71.4 

105.6 
39.4 

$ 66.2 

December 29, 
1990 

$ 32.5 
786.3 

1,294.2 
1.729.7 

877.0 
690.1 
608.6 

$ 6,018.4 

$ 1,430.6 
1,925.4 
2,662.4 

$ 6,018.4 



10. 
Item 1. FINANCIAL STATEMENTS (Continued) 

Note 9: Financial information by borrowing group (continued) 

TEXTRON PARENT COMPANY BORROWING GROUP (continued) 
(unaudited) (In milUons) 

Three Months Ended 

Statement of Cash Flows 
March 30, 

1991 

$ 66.4 

Net cash used by operating activities 

Cash flows from investing activities: 
Puf-hases of investments ^ 

-ceeds from sales of investments 
CoUections on notes receivable 
Capital expenditures 
Proceeds from sales of property, plant and equipment 

Net cash used by investing activities 

Cash flows from financing activities: 
Increase (decrease) in short-term debt 
Proceeds from issuance of long-term debt 
Principal payments on long-term debt 
Dividends paid 

Net cash provided by financing activities 
Effect of exchange rate changes on cash 
Net decrease in cash 
Cash at beginning of period 

Cash at end of period 

March 31, 
1990 

$ 66.2 
Cash fiows from operating activities: 
Net income 
Adjustments to reconcUe net income to net cash used by operating 

activities: 
Undistributed eamings of finance and insurance subsidiaries 
Depreciation 
Amortization 
Changes in assets and UabiUties: 

Increase in receivables 
Increase in inventories 
Increase in other assets 
Decrease in accounts payable, income taxes payable and accmed 

UabiUties 
Other - net 

(35.0) 
39.0 
5.6 

(88.4) 
(71.1) 
(24.0) 

(106.5) 
16.4 

(197.6) 

(0.9) 
2.7 
0.5 

(32.1) 
2.7 

(27.1) 

(0.1) 
387.5 

(161.7) 
(21.6) 

204.1 
(0.2) 

(20.8) 
32.5 

$ 11.7 

(28.6) 
39.7 
5.5 

(129.6) 
(51.6) 
(34.0) 

(95.7) 
18.0 

(210.1) 

(0.3) 
3.3 
0.4 

(44.2) 
2.6 

(38.2) 

0.7 
409.7 

(139.7) 
(22.6) 

248.1 
-

(0.2) 
3.7 

$ 3.5 



Item 1. FINANCIAL STATEMENTS (Continued) 

Note 9: Financial information by borrowing group (continued) 

FINANCE AND INSURANCE SUBSIDIARIES 
(unaudited) (In milUons) 

Three Months Ended 

Statement of Income 
Revenues 
Interest, discount and service charges 
Credit Ufe, credit disabiUty and casualty insurance premiums 
Non-cancellable disabiUty income, Ufe and group insurance premiums 
Investment income (including net capital gains) 

Total revenues 

Costs and expense? 
SeUing and adminisfrative 
Interest expense 
Provision for losses on coUection of finance receivables, less recoveries 
Credit life, credit disabiUty and casualty insurance losses and adjustment 

expenses, less recoveries 
Death and oUier insurance benefits 
Increase in insurance poUcy UabiUties 
Amortization of insurance policy acquisition costs 

Total costs and expenses 

Income before income taxes 
Income taxes 
Net income 

Balance Sheet 
Assets 
Cash 
Investments 
Finance receivables - net 
Property, plant and equipment - net 
Unamortized insurance poUcy acquisition costs 
GoodwUl, less accumulated amortization of $118.3 and $113.6 
Other assets 

Total assets 

LiabiUties and equity 
Accounts payable, income taxes and accmed UabUities 
Insurance reserves and claims 
Debt 
Equity 

Total UabUities and equity 

] 

$ 

$_ 

] 

$ 

$ 

$ 

$ 

VIarch31, 
1991 

295.9 
74.4 

179.8 
86.4 

636.5 

172.7 
131.7 
29.3 

30.2 
87.0 
71.2 
33.5 

555.6 

80.9 
30.4 
50.5 

March 31, 
1991 

30.8 
3,456.7 
5,965.1 

102.5 
583.7 
350.4 
296.9 

10,786.1 

731.8 
2,993.9 
5,297.8 
1,762.6 

10,786.1 

March 31, 

$ 

$ 

1990 

269.5 
68.7 

167.6 
81.1 

586.9 

159.6 
123.0 
24.1 

27.5 
82.5 
64.1 
34.7 

515.5 

71.4 
25.9 
45.5 

December 31, 

$ 

$ 

$ 

$ 

1990 

33.9 
3,338.8 
5.958.4 

103.4 
566.1 
355.1 
288.1 

10,643.8 

698.8 
2.896.4 
5,318.9 
1.729.7 

10.643.8 



Item 2. MANAGEMENT'S DISrTT.S.<;rON AND ANALYSIS QF FINANCIAL 
CONDmON AND RESUITS OF OPERATIONS 

TEXTRON INC. 
Revenues and Income by Business Segment 

(In mUlions) 
Three Months Ended 

REVENUES 

AEROSPACE TECHNOLOGY: 
HeUcopters 
Propulsion 
Systems 

March 30, 
1991 

$ 311.1 
327.0 
226.4 

March 31, 
1990 

$ 214.6 
358.1 
253.2 

$ 37.8 
34.4 
17.4 

89.6 

20.5 

52.9 
28.0 

80.9 

191.0 

(17.1) 
(61.6) 

$ 112.3 

864.5 825.9 

COMMERCIAL PRODUCTS 407.3 470.6 

FINANCIAL SERVICES: 
Finance and related insurance 338.2 309.2 
Other insurance 298.3 277.7 

636.5 586.9 

Total revenues* $ 1,908.3 $ 1.883.4 

INCOME 

AEROSPACE TECHNOLOGY: 
HeUcopters 
Propulsion 
Systems 

COMMERCLVL PRODUCTS 20.5 •* 

FINANCIAL SERVICES: 
Finance and related insurance 
Other insurance 

Segment operating income 

Corporate expenses and other - net 
Interest expense - net 

Income before income taxes 

* Revenues by business segment exclude investment income ofthe Textron Parent Company 
Borrowing Group. 

**Includes cash dividends received from Avdel pic of $.2 million for tbe quarter ended 
.. March 30, 1991 and $6.1 million for the quarter ended March 31, 1990. 

$ 16.5 
40.7 
13.8 

71.0 

46.8 

45.9 
25.5 

71.4 

189.2 

(18.9) 
(64.7) 

$ 105.6 
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Item 2. MANAGRMENT-S DISCUSSION AND ANALYSTS OF FINANCIAL 
rONDITTON AND REST IT TS OF OPERATIONS (Continued) 

Financial Condition 

Textron Parent Company Borrowing Group: Ehiring the three months ended March 30,1991, 
the Textron Parent Company Borrowing Group's operating activities used cash of $197.6 
milUon, due primarily to (a) an increased level of receivables resulting from increased sales 
on certain programs and delays in receipts of V-22 progress payments, (b) a higher level of 
inventories due principaUy to increased commercial heUcopter production and delays in certain 
shipments and (c) significant payments on trade payables and federal income taxes payable. 
The Group's debt increased by $221.9 milUon principaUy as a result of cash used for operations, 
capital expenditures and payments of dividends. Its ratio of debt to total capital was 44% at 
March 30,1991, compared to 42% at December 29,1990. 

During the three months ended March 31, 1990, the Textron Parent Company Borrowing 
Group's operating activities used cash of $210.1 milUon, due primarily to (a) an increased level 
of receivables resulting principally from the timing of shipments and coUections on certain 
programs, (b) a higher level of inventories due principaUy to increased commercial heUcopter 
production and (c) a reduction in payables due in large part to federal income tax payments 
involving timing differences related to prior years. The Group's debt increased by $268.6 
milUon principaUy as a result of cash used for operations, capitai expenditures and payments 
of dividends. 

Diuing the first quarter of 1991, Textron issued approximately $100 milUon of medium-term 
notes due through 2011. Also during the first quarter, Textron privately placed $75 million of 
floating rate notes, due in 1996. In conjimction with the private placements, Textron entered 
into three interest rate exchange agreements which had the effect of fixing the rate of interest 
at9.02%onthe$75mUUonofborrowingsatMarch 30,1991. The proceeds from these issuances 
were used to repay other variable rate borrowings. 

Texfron had $204 miUion avaUable at March 30,1991 for unsecured debt securities under its 
shelf regisfration statement with the Securities and Exchange Conunission. 

Management beUeves that Textron wiU continue to have adequate access to credit markets 
and that its credit faciUties and cash flow from operations, including dividends received from 
Textron's finance and insurance operations, wiU continue to be more than sufficient to meet 
its operating needs and to finance growth. 

Finance and insurance subsidiaries: The finance and insurance subsidiaries paid dividends 
of $15.5 milUon and $16.9 milUon to the Texfron Parent Company Borrowing Group during 
the three month periods ended March 30,1991 and March 31,1990, respectively. 

In March 1991, AFS filed a shelf regisfration statement with the Securities and Exchange 
Commission increasing its shelf to cover an aggregate of $1.2 biUion of unsecured debt 
securities. During the three months ended March 31, 1991, AFS issued $356 miUion of 
unsecured debt securities, including $252 million under its shelf registration statement. AFS 
had $952 milUon avaUable at March 31, 1991 for unsecured debt securities under its shelf 
regisfration statement. 
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Item 2. MANAr.FMT^NXS niSCIJSSIQN AND ANALYSTS OF FINANCTAL 
CONDITION AND RESULTS OF OPERATIONS (Continued) 

During the three months ended March 31, 1991, the finance subsidiaries had $111.8 mUUon 
of interest rate exchange agreements go into effect. The agreements, which expire through 
1996, had the effect of fixing the rate of interest at approximately 10.90% on $111.8 milUon of 
variable rate borrowings at March 31,1991. 

Results of Operations - Three months ended March 30,1991 vs. Three months ended March 31, 
1990 

Textron reported first quarter net income of $66.4 milUon ($.76 per share), compared with 
$66.2 milUon ($.73 per share) in 1990. Revenues were $1.9 bilUon in both years. Eamings per 
share for the first quarter of 1991 reflect a decreased average number of shares outstanding. 

Aerospace Technology: Bell Helicopter's revenues increased significantly in its non-U.S. 
Govemment business due to higher sales of heUcopters to intemational customers. Revenues 
increased in its U.S. Govemment business due principaUy to higher sales of miUtary heUcopters, 
partiaUy offset by a decrease in the level of effort required on the BeU-Boeing V-22 TUtRotor 
aircraft fuU scale development (FSD) contract. Income increased as a result of the higher 
revenues. 

In 1986, the BeU-Boeing team was awarded the V-22 FSD contract at a target price of $1,729 
bUUon and a ceiUng price of $1,826 biUion. Fimding presently obligated to the contract by the 
U.S. Govemment is $1,747 bilUon. In early 1989, uncertainty arose as to the continuation of 
funding for the V-22 FSD contract when the Adminisfration proposed to cancel the program 
and eliminate aU funding from the defense budget for fiscal year 1990. Congress, however, 
ultimately approved continued FSD fundmg for fiscal year 1990. The Administration's 
proposed fiscal year 1991 defense budget again excluded a request for continued funding of 
the program; however, Congress subsequentiy approved both continued FSD funding and 
funding to initiate the production effort. The fiscal year 1991 Dire Emergency Supplemental 
BiU was recentiy signed by the President, requiring the Department of Defense to obUgate 
within 60 days of the BUl becoming law, the $200 milUon originaUy appropriated for V-22 
production in the fiscal year 1989 budget 

The Adminisfration's proposed fiscal year 1992 defense budget does not include a request for 
continued funding of the V-22 program; however, BeU-Boeing wiU continue its efforts to keep 
the FSD effort funded and to secure a production contract. WhUe ui the long term BeU would 
lose the benefit of production of V-22 aircraft ifthe production program were canceled, Texfron 
beUeves that termination of the V-22 program would not have a material adverse effect on its 
income or cash flows in the shorter term. 

Textron beUeves it has made adequate provision for anticipated losses on the V-22 development 
program. Although Textron beUeves that the cost estimates for the V-22 program are 
reasonable, such estimates remain subject to the uncertainties inherent in aU large scale 
fixed-price development contracts. 
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Item 2. MANAGEMENT-*; niSCIJSSIQN AND ANALYSTS OF FINANCIAL 
CONDITION AND REST H.TS OF OPERATIONS (Continued) 

Bell wiU continue to pursue other development and production opportunities for TUtRotor 
technology, as weU as other opportunities that may arise in the rotary aircraft markets. The 
likelihood of success in these efforts cannot be detennined at the present time. 

The Propulsion segment's revenues and income decreased, principaUy at AirfoU Textron, due 
to a reduction in revenues from both (a) its U.S. Govemment busmess, attributable to reduced 
defense spending, and (b) its non-U.S. Govemment business, attributable to rescheduled 
orders from Pratt & Whitney. Revenues and income at Texfron Lycoming approximated their 
1990 levels as the benefit of (a) increased deUveries and improved margins on a new long-term 
turbine engine contract for the MlAl Abrams tank and (b) increased deUveries of piston 
engines to the general aviation market was offset by (c) lower sales of commercial spare engines, 
(d) lower deUveries of other miUtary engines and a decrease in miUtary spares sales, and (e) 
higher losses in the LTlOl turbine engine business, attributable to a change in product mix (to 
a greater proportion of engines than spare parts) and increased manufacturing costs. 

Income in the Systems segment increased, due principaUy to (a) the curtailment in 
company-sponsored development expense resulting from the termination of a subcontract for 
a servoactuator on the A-12 afrcraft program at HR Textron, (b) increased revenues at Textron 
Marine Systems on its LCAC landing craft program and (c) better performance on certain 
other contracts in the segment, partiaUy offset by the effect of lower revenues at Textron 
Aerostmctures and Textron Defense Systems. The decreased revenues at Textron 
Aerostmctures were due principaUy to reduced deliveries of wings on the British Aerospace 
146 and Gulfstream IV programs in 1991 and the completion in 1990 of milestones related to 
prototype units and tooling for the Airbus A330/A340 afrcraft programs, whUe the decreased 
revenues at Textron Defense Systems were due principaUy to reduced deUveries on missUe 
components contracts. 

Commercial Products: Revenues and income declined, reflecting the severe contraction in 
the automotive and constmction industries. Revenues and income also declined m the outdoor 
products businesses due to lower sales of turf maintenance equipment products and HomeUte's 
consumer and constmction equipment products, principaUy as a result of the economic 
slowdown. Operating results m 1991 reflected cash dividends of $.2 million received from 
Avdel pic compared to $6.1 milUon m 1990. 

The slowdown in the automotive industry wUl continue to adversely affect the results of 
Texfron's Commercial Products sector in the second quarter of 1991. The fuU year 1991 sector 
results are expected to be lower than in 1990 since the benefit of an economic recovery is not 
projected to begin imtU the second half of 1991. 

Financial Services: Income in AFS' consumer finance and related insurance business 
increased principaUy due to higher revenues attributable to a higher level of finance receivables 
outstanding, a decrease ui the cost of borrowed funds and a decrease in the operating expense 
ratio, partiaUy offset by higher net credit losses on finance receivables and higher insurance 
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Item 2. MANAGEMENTS DISCIJSSION AND ANALYSIS OF FTNANOAL 
CONDITION AND RESIH.TS OF OPERATIONS (Continued) 

losses. In Textron Financial Corporation's commercial finance business, income increased 
due principaUy to higher revenues related to an increased level of receivables. TFC's provision 
for financing losses approximated last year's level. 

The Paul Revere Insurance Group's revenues increased as a result of a higher level of individual 
disabUity income insurance premiums and higher investment income, reflecting increased 
insurance m force. Its income increased due to (a) higher revenues, (b) improved persistency 
of individual disabiUty income products, (c) improved group medical and dental loss ratios, 
and (d) a lower operating expense ratio. Income in AFS' nonfinance-related insurance business 
decreased due to lower investment income as yields on investments declined. 

Corporate expenses for the three months ended March 30,1991 reflect higher foreign exchange 
gains. Lower interest expense of the Textron Parent Company Borrowing Group reflects a 
decreased level of borrowings and a decreased average cost of borrowing. The quarter's results 
reflect a higher income tax rate as compared to the prior year. 
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PARTIL OTHER INFORMATION 

Item 1. T EGAL PROCEEDINGS 

In early 1989, Texfron acqufred Avdel pic, a fastening systems manufacturing 
business based in England, the total cost of which approximated $250 million. Avdel 
had net assets with a historical book value of approximately $40 mUUon at 
December 31, 1988. In March 1989, tiie U.S. Federal Trade Commission (FTC) 
obtained a preliminary injunction from the U.S. District Court for the District of 
Columbia enjoining Textron from assuming or exercising any form of dfrection or 
control over the assets or operations of Avdel imtU a determination has been made 
as to whether the acquisition of Avdel by Textron would, as the FTC asserts, restrict 
competition in violation of Section 5 of the FTC Act and Section 7 of the Clayton 
Act. As a result of the preliminary injunction and in accordance with generaUy 
accepted accounting principles, Textron is precluded from consoUdating in its 
financial statements the results of operations of Avdel and is therefore carrying its 
investment in Avdel at cost. A hearing before an FTC Administrative Law Judge, 
at which Textron is defending its acquisition of Avdel, began in Washington, D.C. 
in October 1990 and is expected to end in mid-May 1991. A ruling by the 
Adminisfrative Law Judge is not expected before faU 1991. The preUminary 
injunction of the U.S. District Court wiU remain m effect untU there is a final 
resolution to tiie Utigation. See Part I, Item 1., FINANCIAL STATEMENTS, 
Note 3. 

On April 2,1990, the United States Envfronmental Protection Agency (EPA) filed 
an adminisfrative enforcement action against the Textron Lycoming Division 
aUeging that the division violated export provisions of the Resource Conservation 
and Recovery Act in the shipping of certain hazardous wastes out of the country 
from its Sfratford, Cormecticut plant. On March 28,1991, Textron Lycoming agreed 
to a consent agreement and order with the EPA whereby the division wiU pay a civil 
penalty of $147,500 to resolve the matter. 

On April 10, 1990, the EPA commenced a civU suit in the United States District 
Court, District of Cormecticut agamst the Textron Lycoming Division and other 
companies aUeging improper demoUtion and renovation of stmctures containing 
asbestos at the division's Sfratford, Cormecticut plant. Textron Lycoming and the 
other companies cited for the violations have agreed to a consent decree with the 
EPA to resolve the matter with a total penalty of $120,000; Textron Lycoming's 
share of the penalty is $60,000. Pursuant to the decree, the division is requfred to 
implement fraining and other programs to ensure compUance. 

In addition, there are pending or threatened against Texfron and its subsidiaries 
lawsuits and other proceedings, including some which aUege violations of federal 
govemment procurement regulations, involve envfronmental matters, or are or 
purport to be class actions. Among these suits and proceedings are some which seek 
compensatory, treble or punitive damages m substantial amounts; fines, penalties 
or restitution; the cleanup of aUegedly hazardous wastes; or, under federal 
govemment procurement regulations, could result in suspension or debarment of 
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PARTIL OTHER INFORMATION (CONTINUED) 

Textron or its subsidiaries from U.S. Govemment contraaing for a period of time. 
The suits and proceedings are being defended or contested on behalf of Textron 
and its subsidiaries. 

On the basis of information presently avaUable, Textron beUeves that any liability 
for the suits and proceedings mentioned above, or the impact of the application of 
relevant govemment regulations, would not have a material effect on Textron's 
financial condition. 

Item 6. EXHIBITS AND REPORTS ON FORM 8-K 

(a) Exhibits 

12(a) Computation of ratio of income to fixed charges of the Textron Parent 
Company Borrowing Group. 

12(b) Computation of ratio of income to fixed charges of Textron Inc. 
including aU majority-owned subsidiaries. 

(b) Reports on Form 8-K 

No reports on Form 8-K were filed during the first quarter ended March 30, 
1991, 
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SIGNATURES 

Pursuant to the requfrements ofthe Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized. 

TEXTRON INC. 

Date: May 10. 1991 s/W. P. JanflvitZ 
W. P. Janovitz 
Vice President and ControUer 
(chief accounting officer) 
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LIST OF EXHIBITS 

The foUowing exhibits are filed as part of this report on Form 10-Q: 

Sequential 
Name nf Exhihit Page Numher 

12(a) Computation of ratio of income to fixed charges of the 
Textron Parent Company Borrowing Group 21 

12(b) Computation of ratio of income to fixed charges of 
Textron Inc. including aU majority-owned subsidiaries 22 
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EXHIBIT 12(a) 

TEXTRON PARENT COMPANY BORROWING GROUP 

COMPUTATION OF RATIO OF INCOME TO FIXED CHARGES 

(unaudited) 

(In miUions except ratio) 

Three Months 
Ended 

March 30, 
1991 

Fixed charges: 
Interest expense 
Estimated interest portion of rents 

Total fixed charges 

$ 62.0 
5.1 

$ 67.1 

Income: 
Income before income taxes 
Fixed charges 
EUminate equity in undistributed pre-tax income of 

finance and insurance subsidiaries 

Adjusted income 

$ 

$ 

112.3 
67.1 

(65.4) 

114.0 

Ratio of income to fixed charges 1.70 



EXHIBIT 12fb) 

TEXTRON INC. INCLUDING ALL MAJORITY-OWNED SUBSIDIARIES 

COMPUTATION OF RATIO OF INCOME TO FIXED CHARGES 

(unaudited) 

(In milUons except ratio) 

22. 

Fixed charges: 
Interest expense 
Estimated interest portion of rents 

Total fixed charges 

Three Months 
Ended 

March 30, 
1991 

$ 

$ 

193.7 
9.8 

203.5 

Income: 
Income before income taxes 
Fixed charges 

$ 112.3 
203.5 

Adjusted income $ 315.8 

Ratio of income to fixed charges 1.55 
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(a Delaware corporation) 

BY-LAWS 

ARTICLE I 

Offices 

SECTION 1.01. Registered Office. The registered 
office of the Corporation in the State of Delaware shall 
be at No. 100 West Tenth Street, City of Wilmington, 
County of New Castle. The name of the resident agent in 
charge thereof shall be The Corporation Trust Company. 

SECTION 1.02. Other Offices. The Corporation 
may also have an office or offices in the City of 
Providence, State of Rhode Island, and at such other place 
or places either within or without the State of Delaware 
as the Board of Directors may from time to time deter
mine or the business of the Corporation require. 

ARTICLE II 

Meetings of Stockholders 

SECTION 2.01. Place of Meetings. All meetings of 
the stockholders of the Corporation shall be held at such 
place either within or without the State of Delaware as 
shall be fixed by the Board of Directors and specified in 
the respective notices or waivers of notice of said meet
ings. 

SECTION 2.02. Annual Meetings, (a) The annual 
meeting of the stockholders for the election of directors 
and for the transaction of such other business as properly 



may come before the meeting shall be held at the 
principal office of the Corporation in the State of 
Delaware, or such place as shall be fixed by the Board of 
Directors, at three o'clock in the afternoon, local time, on 
the first Tuesday in May in each year, if not a legal 
holiday at the place where such meeting is to be held, 
and, if a legal holiday, then on the next succeeding 
business day not a legal holiday at the same hour, (b) In 
respect of the annual meeting for any particular year, the 
Board of Directors may, by resolution, fix a different day, 
time or place (either within or without the State of 
Delaware) for the annual meeting, (c) If the election of 
directors shall not be held on the day designated herein or 
the day fixed by the Board, as the case may be, for any 
annual meeting, or on the day of any adjourned session 
thereof, the Board of Directors shall cause the election to 
be held at a special meeting as soon thereafter as 
conveniently may be. At such special meeting the stock
holders may elect the directors and transact other 
business with the same force and effect as at an annual 
meeting duly called and held. 

SECTION 2.03. Special Meetings. A special meeting 
of the stockholders for any purpose or purposes may be 
called at any time by the Chairman of the Board or the 
President or by order of the Board of Directors and must 
be called by the Secretary upon the request in writing of a 
stockholder or stockholders holding of record at least 
thirty-five percent (33%) of the outstanding shares of 
stock of the Corporation entitled to vote at such meeting. 

SECTION 2.0^. Notice of Meetings, (a) Except as 
otherwise required by statute, notice of each annual or 
special meeting of the stockholders shall be given to each 
stockholder of record entitled to vote at such meeting not 
less than ten days nor more than sixty days before the day 
on which the meeting is to be held by delivering written 
notice thereof to him personally or by. mailing such 
notice, postage prepaid, addressed to him at his 
post-office address last shown in the records of the 
Corporation or by transmitting notice thereof to him at 
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such address by telegraph, cable or any other available 
method, provided that notice of a meeting called at the 
request of a shareholder pursuant to Section 2.03 shall be 
given not less than twenty days before the day on which 
the meeting is to be held. Every such notice shall state 
the time and place of the meeting and, in case of a 
special meeting, shall state briefly the purposes thereof, 
(b) Except as otherwise required by statute, notice of any 
meeting of stockholders shall not be required to be given 
to any stockholders who shall attend such meeting in 
person or by proxy or who shall, in person or by attorney 
thereunto authorized, waive such notice in writing or by 
telegraph, cable or any other available method either 
before or after such meeting. Notice of any adjourned 
meeting of the stockholders shall not be required to be 
given except when expressly required by law. 

SECTION 2.05. Quorum, (a) At each meeting of the 
stockholders, except where otherwise provided by statute, 
the Certificate of Incorporation or these By-Laws, the 
holders of record of a majority of the issued and out
standing shares of stock of the Corporation entitled to 
vote at such meeting, present in person or represented by 
proxy, shall constitute a quorum for the transaction of 
business, (b) In the absence of a quorum a majority in 
interest of the stockholders of the Corporation entitled to 
vote, present in person or represented by proxy or, in the 
absence of all such stockholders, any officer entitled to 
preside at, or act as secretary of, such meeting, shall 
have the power to adjourn the meeting from time to time, 
until stockholders holding the requisite amount of stock 
shall be present or represented. At any such adjourned 
meeting at which a quorum shall be present any business 
may be transacted which might have been transacted at 
the meeting as originally called. 

SECTION 2.06. Organization. At each meeting of 
the stockholders 'the Chairman of the Board or, in his 
absence, the President or, in the absence of each of them, 
any Vice President or, in the absence of all such officers, 
a chairman chosen by a majority vote of the stockholders 
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entitled to vote thereat, present in person or by proxy, 
shall act as chairman, and the Secretary or an Assistant 
Secretary of the Corporation or, in the absence of the 
Secretary and all Assistant Secretaries, a person whom 
the chairman of such meeting shall appoint shall act as 
secretary of the meeting and keep the minutes thereof. 

SECTION 2.07. Voting, (a) Except as otherwise pro
vided by law or by the Certificate of Incorporation or 
these By-Laws, at every meeting of the stockholders each 
stockholder shall be entitled to one vote, in person or by 
proxy, for each share of capital stock of the Corporation 
registered in his name on the books of the Corporation: 

(i) on the date fixed pursuant to Section 8.03 of 
these By-Laws as the record date for the determina
tion o'f stockholders entitled to vote at such meeting; 
or 

(ii) if no such record date shall have been fixed, then 
the record date shall be at the close of business on 
the day next preceding the day on which notice of 
such meeting is given. 

(b) Persons holding stock in a fiduciary capacity shall be 
entitled to vote the shares so held. In the case of stock 
held jointly by two or more executors, administrators, 
guardians, conservators, trustees or other fiduciaries, 
such fiduciaries may designate in writing one or more of 
their number to represent such stock and vote the shares 
so held, unless there is provision to the contrary in the 
instrument, if any, defining their powers and duties, (c) 
Persons whose stock is pledged shall be entitled to vote 
thereon until such stock is transferred on the books of the 
Corporation to the pledgee, and thereafter only the 
pledgee shall be entitled to vote, (d) Any stockholder 
entitled to vote may do so in person or by his proxy 
appointed by an instrument in writing subscribed by such 
stockholder or by his attorney thereunto authorized, or by 
a telegram, cable or any other available method delivered 
to the secretary of the meeting; provided, however, that 
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no proxy shall be voted after three years from its date, 
unless said proxy provides for a longer period, (e) At all 
meetings of the stockholders, all matters (except where 
other provision is made by law or by the Certificate of 
Incorporation or these By-Laws) shall be decided by the 
vote of a majority in interest of the stockholders entitled 
to vote thereon, present in person or by proxy at such 
meeting, a quorum being present. 

SECTION 2.08. Inspectors. The chairman of the 
meeting may at any time appoint two or more inspectors 
to serve at any meeting of the stockholders. Such 
inspectors shall decide upon the qualifications of voters, 
accept and count the votes for and against the questions 
presented, report the results of such votes, and subscribe 
and deliver to the secretary of the meeting a certificate 
stating the number of shares of stock issued and out
standing and entitied to vote thereon and the number of 
shares voted for and against the questions presented. The 
inspectors need not be stockholders of the Corporation, 
and any director or officer of the Corporation may be an 
inspector on any question other than a vote for or against 
his election to any position with the Corporation or on any 
other question in which he may be directly interested. 
Before acting as herein provided, each inspector shall 
subscribe an oath faithfully to execute the duties of an 
inspector with strict impartiality and according to the 
best of his ability. 

SECTION 2.09. List of Stockholders, (a) It shall be 
the duty of the Secretary or other officer of the Corpora
tion who shall have charge of its stock ledger to prepare 
and make, or cause to be prepared and made, at least ten 
days before every meeting of the stockholders, a com
plete list of the stockholders entitled to vote thereat, 
arranged in alphabetical order and showing the address of 
each stockholder and the number of shares registered in 
the name of the-stockholder. Such list shall be open 
during ordinary business hours to the examination of any 
stockholder for any purpose germaine to the meeting for a 
period of at least ten days prior to the election, either at 
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a place within the city where the meeting is to be held, 
which place shall be specified in the notice of the meeting 
or, if not so specified, at a place where the meeting is to 
be held, (b) Such list shall be produced and kept at the 
time and place of the meeting during the whole time 
thereof, and may be inspected by any stockholder who is 
present, (c) Upon the willful neglect or refusal of the 
directors to produce such list at any meeting for the 
election of directors, they shall be ineligible for election 
to any office at such meeting, (d) The stock ledger shall 
be conclusive evidence as to who are the stockholders 
entitled to examine the stock ledger and the list of 
stockholders required by this Section 2.09 on the books of 
the Corporation or to vote in person or by proxy at any 
meeting of stockholders. 

ARTICLE III 

Board of Directors 

SECTION 3.01. General Powers. The business, 
property and affairs of the Corporation shall be managed 
by or under the direction of the Board of Directors. 

SECTION 3.02. Number, Qualifications and Term of 
Office, (a) The number of directors of the Corporation 
which shall constitute the whole Board of Directors shall 
be such number, not less than three, as from time to time 
shall be fixed by the stockholders at any annual meeting 
or at any special meeting called for the purpose; provided, 
however, that between such meetings of stockholders the 
number so fixed may at any time be increased by the 
affirmative vote of a majority of the Board of Directors, 
(b) No person shall be elected a director who has attained 
the age of 72. (c) Each director shall hold office until the 
annual meeting of the stockholders next following his 
election and until his successor shall have been elected 
and shall qualify, or until his death, or until he shall 
resign, or until he shall have been removed in the manner 
hereinafter provided. 
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SECTION 3.03. Election of Directors. At each 
meeting of the stockholders for the election of directors 
at which a quorum is present, the persons, not exceeding 
the authorized number of directors, receiving the greatest 
number of votes of the stockholders entitled to vote 
thereon, present in person or by proxy, shall be the 
directors. In the case of any increases in the number of 
directors, the additional director or directors may be 
elected either at the meeting of the Board of Directors or 
of the stockholders at which each increase is voted, or at 
any subsequent annual, regular or special meeting of the 
Board of Directors or stockholders. 

SECTION 3.04. Quorum and Manner of Acting, (a) 
Except as otherwise provided by statute or by the Certifi
cate of Incorporation, a majority of the directors at the 
time in office shall constitute a quorum for the transac
tion of business at any meeting and the affirmative action 
of a majority of the directors present at any meeting at 
which a quorum is present shall be required for the taking 
of any action by the Board of Directors, (b) In the event 
the Secretary is informed that one or more directors will 
be out of the continental limits of the United States at 
the date of any regular or special meeting of the Board, 
or if one or more of the directors shall be disqualified to 
vote at such meeting, then the required quorum shall be 
reduced by one for each such director so absent or 
disqualified; provided, however, that in no event shall the 
quorum as adjusted be less than one third of the total 
number of directors, (c) In the absence of a quorum at 
any meeting of the Board such meeting need not be held, 
or a majority of the directors present thereat or, if no 
director be present, the Secretary may adjourn such 
meeting from time to time until a quorum shall be 
present. Notice of any adjourned meeting need not be 
given. 

SECTION 3.05. Offices, Place of Meeting and Re
cords. The Board of Directors may hold meetings, have 
an office or offices and keep the books and records of the 
Corporation at such place or places within or without the 



State of Delaware as the Board may from time to time 
determine. The place of meeting shall be specified or 
fixed in the respective notices or waivers of notice 
thereof, except where otherwise provided by statute, by 
the Certificate of Incorporation or these By-Laws. 

SECTION 3.06. Annual Meeting. The Board of 
Directors shall meet for the purpose of organization, the 
election of officers and the transaction of other business, 
as soon as practicable following each annual election of 
directors. Such meeting shall be called and held at the 
place and time specified in the notice or waiver of notice 
thereof as in the case of a special meeting of the Board of 
Directors. 

SECTION 3.07. Regular Meetings. Regular meetings 
of the Board of Directors shall be held at such places and 
at such times as the Board shall from time to time by 
resolution determine. If any day fixed for a regular 
meeting shall be a legal holiday at the place where the 
meeting is to be held, then the meeting which would 
otherwise be held on that day shall be held at said place 
at the same hour on the next succeeding business day. 
Notice of regular meetings need not be given. 

SECTION 3.08. Special Meetings; Notice. Special 
meetings of the Board of Directors shall be held whenever 
called by the Chairman of the Board or the President or 
by any two of the directors. Notice of each such meeting 
shall be mailed to each director, addressed to him at his 
residence or usual place of business, at least three days 
before the day on which the meeting is to be held, or shall 
be sent to him at his residence or at such place of 
business by telegraph, cable or other available means, or 
shall be delivered personally or by telephone, not later 
than two days before the day on which the meeting is to 
be held. Each such notice shall state the time and place 
of the meeting but need not state the purposes thereof 
except as otherwise herein expressly provided. Notice of 
any such meeting need not be given to any director, 
however, if waived by him in writing or by telegraph, 
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cable or otherwise, whether before or after such meeting 
shall be held, or if he shall be present at such meeting. 

SECTION 3.09. Organization. At each meeting of 
the Board of Directors, the Chairman of the Board or, in 
his absence, the President or, in the absence of each of 
them, a director chosen by a majority of the directors 
present shall act as chairman. The Secretary or, in his 
absence an Assistant Secretary or, in the absence of the 
Secretary and ail Assistant Secretaries, a person whom 
the chairman of such meeting shall appoint shall act as 
secretary of such meeting and keep the minutes thereof. 

SECTION 3.10. Order of Business. At all meetings 
of the Board of Directors business shall be transacted in 
the order determined by the Board. 

SECTION 3.11. Removal of Directors. Except as 
otherwise provided in the Certificate of Incorporation or 
in these By-Laws, any director may be removed, either 
with or without cause, at any time, by the affirmative 
vote of the holders of record of a majority of the issued 
and outstanding stock entitled to vote for the election of 
directors of the Corporation given at a special meeting of 
the stockholders called and held for the purpose; and the 
vacancy in the Board caused by any such removal may be 
filled by such stockholders at such meeting in the manner 
hereinafter provided or, if the stockholders at such meet
ing shall fail to fill such vacancy, as in these By-Laws 
provided. 

SECTION 3.12. Resignation. Any director of the 
Corporation may resign at any time by giving written 
notice of his resignation to the Board of Directors, to the 
Chairman of the Board, the President, any Vice President 
or the Secretary of the Corporation. Such resignation 
shall take effect at the date of receipt of such notice or 
at any later time -specified therein; and, unless otherwise 
specified therein, the acceptance of such resignation shall 
not be necessary to make it effective. 
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SECTION 3.13. Vacancies. Any vacancy in the Board 
of Directors caused by death, resignation, removal, dis
qualification, an increase in the number of directors, or 
any other cause, may be filled by majority action of the 
remaining directors then in office, though less than a 
quorum, or by the stockholders of the Corporation at the 
next annual meeting or any special meeting called for the 
purpose, and each director so elected shall hold office 
until the next annual election of directors and until his 
successor shall be duly elected and qualified, or until his 
death or until he shall resign or shall have been removed 
in the manner herein provided. 

SECTION 3.14. Compensation. Each director, in 
consideration of his serving as such, shall be entitled to 
receive from the Corporation such amount per annum or 
such fees for attendance at directors' meetings, or both, 
as the Board of Directors shall from time to time 
determine, together with reimbursement for the reason
able expenses incurred by him in connection with the 
performance of his duties; provided that nothing herein 
contained shall be construed to preclude any director 
from serving the Corporation or its subsidiaries in any 
other capacity and receiving proper compensation there
for. 

ARTICLE IV 

Committees 

SECTION 4.01. Board Committees. The Board of 
Directors may from time to time, by resolution passed by 
a majority of the whole Board, designate one or more 
committees, each committee to consist of two or more 
directors of the Corporation. Any such committee, to the 
extent provided in the resolution or in these By-Laws, 
shall have and may exercise the powers of the Board of 
Directors in the management of the business and affairs 
of the corporation. 
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A majority of all the members of any such committee 
may determine its action and fix the time and place of its 
meetings, unless the Board of Directors shall otherwise 
provide. The Board of Directors shall have the power to 
change the members of any committee at any time, to fill 
vacancies and to discharge any such committee, either 
with or without cause, at any time. 

SECTION 4.02. Alternates. The Board of Directors 
may, by resolution passed by a majority of the whole 
Board, designate one or more directors- as alternate 
members of any committee who may replace any absent 
or disqualified member at any meeting of the committee; 
provided, however, that in the absence of any such 
designation of alternates the member or members of any 
committee present at any meeting and not disqualified 
from acting, whether or not he or they constitute a 
quorum, may unanimously appoint another member of the 
Board to act at the meeting in the place of any absent or 
disqualified member. 

SECTION 4.03. Additional Committees. The Board 
of Directors may from time to time create such ad
ditional committees of directors, officers, employees or 
other persons designated by it (or any combination of such 
persons) for the purpose of advising with the Board and 
the officers and employees of the Corporation in all such 
matters as the Board shall deem advisable and with such 
functions and duties as the Board shall by resolutions 
prescribe. 

A majority of all the members of any such committee 
may determine its action and fix the time and place of its 
meetings, unless the Board of Directors shall otherwise 
provide. The Board of Directors shall have power to 
change the members of any committee at any time, to fill 
vacancies and to discharge any such committee, with or 
without cause, at any time. 
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ARTICLE V 

Action by Consent or Telephone 

SECTION 5.01. Consent by Directors. Any action 
required or permitted to be taken at any meeting of the 
Board of Directors or of any committee thereof may be 
taken without a meeting if prior to such action a written 
consent thereto is signed by all members of the Board or 
of such committee, as the case may be, and such written 
consent is filed with the minutes of the proceedings of the 
Board or such committee. 

•SECTION 5.02. Consent by Stockholders. Any action 
required or permitted to be taken at any meeting of the 
stockholders may be taken without a meeting upon the 
written consent of the holders of shares of stock entitled 
to vote who hold the number of shares which in the 
aggregate are at least equal to the percentage of the 
total vote required by statute or the Certificate of 
Incorporation or these By-Laws for the proposed cor
porate action. 

SECTION 5.03. Telephone Meetings. Members of the 
Board of Directors or any committee designated by the 
Board of Directors may participate in a meeting of such 
Board or committee by means of conference telephone or 
similar communications equipment by means of which all 
persons participating in the meeting can hear each other. 

ARTICLE VI 

Officers 

SECTION 6.01. Number. The principal officers of 
the Corporation shall be a Chairman of the Board, a 
President, one or more Vice Presidents- (the number 
thereof and variations in title to be determined by the 
Board of Directors), a Treasurer and a Secretary. In 
addition, there may be such other or subordinate officers. 
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agents and employees as may be appointed in accordance 
with the provisions of Section 6.03. Any two or more 
offices, except those of President and Secretary, may be 
held by the same person. 

SECTION 6.02. Election, Qualifications and Term of 
Office. Each officer of the Corporation, except such 
officers as may be appointed in accordance with the 
provisions of Section 6.03, shall be elected annually by the 
Board of Directors and shall hold office until his successor 
shall have been duly elected and qualified, or until his 
death, or until he shall have resigned or shall have been 
removed in the manner herein provided. The Chairman of 
the Board and the President may serve and remain as 
directors. 

SECTION 6.03. Other Officers. The Corporation 
may have such other officers, agents, and employees as 
the Board of Directors may deem necessary, including a 
Controller, one or more Assistant Controllers, one or 
more Assistant Treasurers and one or more Assistant 
Secretaries, each of whom shall hold office for such 
period, have such authority, and perform such duties as 
the Board of Directors, the Chairman of the Board or the 
President may from time to time determine. The Board 
of Directors may delegate to any principal officer the 
power to appoint or remove any such subordinate officers, 
agents or employees. 

SECTION 6.04. Removal. Any officer may be 
removed, either with or without cause, by the vote of a 
majority of the whole Board of Directors or, except in 
case of any officer elected by the Board of Directors, by 
any committee or officer upon whom the power of re
moval may be conferred by the Board of Directors. 

SECTION 6.05. Resignation. Any officer may resign 
at any time by giving written notice to the Board of 
Directors, the Chairman of the Board or the President. 
Any such resignation shall take effect at the date of 
receipt of such notice or at any later time specified 
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therein; and, unless otherwise specified therein, the ac
ceptance of such resignation shall not be necessary to 
make it effective. 

SECTION 6.06. Vacancies. A vacancy in any office 
because of death, resignation, removal, disqualification or 
any other cause shall be filled for the unexpired portion of 
the term in the manner prescribed in these By-Laws for 
regular election or appointment to such office. 

SECTION 6.07. Chairman of the Board. The Chair
man of the Board, if there be one, shall be the chief 
executive officer of the Corporation (unless the Board of 
Directors shall designate the President as chief executive 
officer) and shall have direct charge of the business and 
affairs of the Corporation, subject to the control of the 
Board of Directors. He shall, when present, preside at all 
meetings of the Board of Directors and at all meetings of 
the stockholders and shall have such additional powers and 
shall perform such further duties as may, from time to 
time, be assigned to him by the Board of Directors. 

SECTION 6.08. President. The President shall be the 
chief operating officer of the Corporation and shall have 
general direction of the operations of the Corporation, 
subject to the control of the Chairman of the Board (unless 
the Board of Directors has designated the President as 
chief executive officer of the Corporation) and the Board 
of Directors. The. President shall be the chief executive 
officer of the Corporation if there be no Chairman of the 
Board or if the Board of Directors shall designate the 
President as such chief executive officer. If there be no 
Chairman of the Board or, in the absence of the Chairman 
of the Board, the President shall preside at all meetings 
of the Board of Directors and at all meetings of the 
stockholders and shall have such additional powers and 
shall perform such futher duties as may from time to time 
be assigned to him" by the Board of Directors. 

SECTION 6.09. Vice Presidents. Each Vice President 
shall have such powers and perform such duties as the 
Board of Directors may from time to time prescribe or as 
shall be assigned to him by the Chairman of the Board. 
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SECTION 6.10. Treasurer. The Treasurer shall have 
charge and custody of, and be responsible for, all funds 
and securities of the Corporation, and shall deposit all 
such funds to the credit of the Corporation in such banks, 
trust companies or other depositaries as shall be selected 
in accordance with the provisions of these By-Laws; he 
shall disburse the funds of the Corporation as may be 
ordered by the Board of Directors, making proper vouch
ers for such disbursements, and shall render to the Board 
of Directors or the stockholders, whenever the Board may 
require him so to do, a statement of all his transactions as 
Treasurer or the financial condition of the Corporation; 
and, in general, he shall perform all the duties incident to 
the office of Treasurer and such other duties as from time 
to time may be assigned to him by the Board of Directors, 
any committee of the Board designated by it so to act or 
the Chairman of the Board. 

SECTION 6.11. Secretary. The Secretary shall 
record or cause to be recorded in books provided for the 
purpose the minutes of the meetings of the stockholders, 
the Board of Directors, and all committees of which a 
secretary shall not have been appointed; shall see that all 
notices are duly given in accordance with the provisions 
of these By-Laws and as required by law; shall be custo
dian of all corporate records (other than financial) and of 
the seal of the Corporation and see that the seal is 
affixed to all documents the execution of which on behalf 
of the Corporation under its seal is duly authorized in 
accordance with the provisions of these By-Laws; shall 
keep, or cause to be kept, the list of stockholders as 
required by Section 2.09, which shall include the post-
office addresses of the stockholders and the number of 
shares held by them, respectively, and shall make or cause 
to be made, all proper changes therein; shall see that the 
books, reports, statements, certificates and all other 
documents and records required by law are properly kept 
and filed; and, in general, shall perform all duties incident 
to the office of Secretary and such other duties as may 
from time to time be assigned to him by the Board of 
Directors or the Chairman of the Board. 
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SECTION 6.12. Controller. The Controller shall be 
in charge of the books and records of account of the 
Corporation and of its statistical records. He shall keep 
or cause to be kept at such office or offices as the Board 
of Directors may from time to time designate complete 
and accurate accounts of all assets, liabilities, receipts, 
disbursements and other transactions of the Corporation; 
shall cause regular audits of such books and records to be 
made; shall be responsible for the preparation and filing 
of all reports and actions related to or based upon the 
books and records of the Corporation; shall render finan
cial statements at the annual meeting of stockholders, if 
called upon so to do, or at the request of any director or 
the Board of Directors; shall render to the Board of 
Directors such statistical reports and analyses as the 
Board from time to time may require; and, in general, 
shall perform all the duties incident to the office of 
Controller and such other duties as from time to time 
may be assigned to him by the Board of Directors or the 
Chairman of the Board. 

SECTION 6.13. Salaries. The salaries of the princi
pal officers of the Corporation shall be fixed from time to 
time by the Board of Directors, and none of such officers 
shall be prevented from receiving a salary by reason of 
the fact that he is also a director of the Corporation. 

ARTICLE VII 

Contracts, Checks, Drafts, Bank Accounts, Etc. 

SECTION 7.01. Execution of Contracts. Unless the 
Board of Directors shall otherwise determine, the Chair
man of the Board, the President, any Vice President or 
the Treasurer and the Secretary or any Assistant Secre
tary may enter into any contract or execute any contract 
or other instrument, the execution of which is not other
wise specifically provided for, in the name and on behalf 
of the Corporation. The Board of Directors, or any 
committee designated thereby with power so to act, 
except as otherwise provided in these By-Laws, may 
authorize any other or additional officer or officers or 
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agent or agents of the Corporation to enter into any 
contract or execute and deliver any instrument in the 
name and on behalf of the Corporation, and such authority 
may be general or confined to specific instances. Unless 
authorized so to do by these By-Laws or by the Board of 
Directors or by any such committee, no officer, agent or 
employee shall have any power or authority to bind the 
Corporation by any contract or engagement or to pledge 
its credit or to render it liable pecuniarily for any purpose 
or to any amount. 

SECTION 7.02. Loans. No loan shall be contracted 
on behalf of the Corporation, and no evidence of indebt
edness shall be issued, endorsed or accepted in its name, 
unless authorized by the Board of Directors or any com
mittee designated by the Board so to act. Such authority 
may be general or confined to specific instances. When so 
authorized, the officer or officers thereunto authorized 
may effect loans and advances at any time for the 
Corporation from any bank, trust company or other insti
tution, or from any firm, corporation or individual, and 
for such loans and advances may make, execute and 
deliver promissory notes or other evidences of indebt
edness of the Corporation, and, when authorized as afore
said, as security for the payment of any and all loans, 
advances, indebtedness and liabilities of the Corporation, 
may mortgage, pledge, hypothecate or transfer any real 
or personal property at any time owned or held by the 
Corporation, and to that end execute instruments of 
mortgage or pledge or otherwise transfer such property. 

SECTION 7.03. Checks, Drafts, etc. All checks, 
drafts, bills of exchange or other orders for the payment 
of money, obligations, notes, or other evidences of indeb
tedness, bills of lading, warehouse receipts and insurance 
certificates of the Corporation, shall be signed or en
dorsed by such officer or officers, agent or agents, 
attorney or attorneys, employee or employees, of the 
Corporation as shall from time to time be determined by 
resolution of the Board of Directors or any committee 
designated by the Board so to act. 
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SECTION 7.04. Deposits. All funds of the Corpora
tion not otherwise employed shall be deposited from time 
to time to the credit of the Corporation in such banks, 
trust companies or other depositaries as the Board of 
Directors or any committee designated by the Board so to 
act may from time to time designate, or as may be 
designated by any officer or officers or agent or agents of 
the Corporation to whom such power may be delegated by 
the Board of Directors or any committee designated by 
the Board so to act and for the purpose of such deposit 
and for the purposes of collection for the account of the 
Corporation, all checks, drafts, and other orders for the 
payment of money which are payable to the order of the 
Corporation may be endorsed, assigned and delivered by 
any officer, agent or employee of the Corporation or in 
such other manner as may from time to time be desig
nated or determined by resolution of the Board of Direc
tors or any committee designated by the Board so to act. 

SECTION 7.05. Proxies in Respect of Securities of 
Other Corporations. Unless otherwise provided by resolu
tion adopted by the Board of Directors or any committee 
so designated to act by the Board, the Chairman of the 
Board or the President or any Vice President may from 
time to time appoint an attorney or attorneys or agent or 
agents of the Corporation, in the name and on behalf of 
the Corporation, to cast the votes which the Corporation 
may be entitled to cast as the holder of stock or other 
securities in any other corporation, association or trust 
any of whose stock or other securities may be held by the 
Corporation, at meetings of the holders of the stock or 
other securities of such other corporation, association or 
trust, or to consent in writing, in the name of the 
Corporation as such holder, to any action by such other 
corporation, association or trust, and may instruct the 
person or persons so appointed as to the manner of casting 
such votes or giving such consent, and may execute or 
cause to be executed in the name and oa behalf of the 
Corporation and under its corporate seal, br otherwise, all 
such written proxies or other instruments as he may deem 
necessary or proper in the premises. 
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ARTICLE VIII 

Books and Records 

SECTION 8.01. Place. The books and records of the 
Corporation may be kept at such places within or without 
the State of Delaware, as the Board of Directors may 
from time to time determine. The stock record books and 
the blank stock certificate books shall be kept by the 
Secretary or by any other officer or agent designated by 
the Board of Directors. 

SECTION 8.02. Addresses of Stockholders. Each 
stockholder shall furnish to the Secretary of the Cor
poration or to the transfer agent of the Corporation an 
address at which notices of meetings and all other cor
porate notices may be served upon or mailed to him, and 
if any stockholder shall fail to designate such address, 
corporate notices may be served upon him by mail, 
postage prepaid, to him at his post-office address last 
known to the Secretary of the Corporation or to the 
transfer agent of the Corporation or by transmitting a 
notice thereof to him at such address by telegraph, cable 
or other available method. 

SECTION 8.03. Record Dates. The Board of 
Directors may fix in advance a date, not exceeding sixty 
days preceding the date of any meeting of stockholders, 
or the date for the payment of any dividend, or the date 
for the allotment of any rights, or the date when any 
change or conversion or exchange of capital stock of the 
Corporation shall go into effect, or a date in connection 
with obtaining such consent, as a record date for the 
determination of the stockholders entitled to notice of, 
and to vote at, any such meeting or any adjournment 
thereof, or entitled to receive payment of any such 
dividend, or to an>[ such allotment of rights, or to exercise 
the rights in respect of any change, conversion or 
exchange of capital stock of the Corporation, or to give 
such consent, and in each such case such stockholders and 
only such stockholders as shall be stockolders of record on 
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the date so fixed shall be entitled to notice of, or to vote 
at, such meeting and any adjournment thereof, or to 
receive payment of such dividend, or to receive such 
allotment of rights, or to exercise such rights or to give 
such consent, as the case may be, notwithstanding any 
transfer of any stock on the books of the Corporation 
after any such record date fixed as aforesaid. 

SECTION 8.04. Audit of Books and Accounts. The 
books and accounts of the Corporation shall be audited at 
least once in each fiscal year by certified public accoun
tants of good standing, elected by the Board of Directors. 

ARTICLE IX 

Shares and Their Transfer 

SECTION 9.01. Certificates of Stock. Every owner 
of stock of the Corporation shall be entitled to have a 
certificate certifying the number of shares owned by him 
in the Corporation and designating the class of stock to 
which such shares belong, which shall otherwise be in such 
form as the Board of Directors shall prescribe. Each such 
certificate shall be signed by the Chairman of the Board 
or the President or a Vice President and the Treasurer or 
any Assistant Treasurer or the Secretary or any Assistant 
Secretary of the Corporation; provided, however, that 
where such certificate is signed or countersigned by a 
transfer agent or registrar the signatures of such officers 
of the Corporation and the sealof the Corporation may be 
in facsimile form. In case any officer or officers who 
shall have signed, or whose facsimile signature or signa
tures shall have been used on, any such certificate or 
certificates shall cease to be such officer or officers of 
the Corporation, whether because of death, resignation or 
otherwise, before such certificate or certificates shall 
have been delivered by the Corporation, such certificate 
or certificates may nevertheless be issued and delivered 
by the Corporation as though the person or persons who 
signed such certificate or whose facsimile signature or 
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signatures shall have been used thereon had not ceased to 
be such officer or officers of the Corporation. 

SECTION 9.02. Record. A record shall be kept of 
the name of the person, iirm or corporation owning the 
stock represented by each certificate for stock of the 
Corporation issued, the number of shares represented by 
each such certificate, and the date thereof, and, in the 
case of cancellation, the date of cancellation. The person 
in whose name shares of stock stand on the books of the 
Corporation shall be deemed the owner thereof for all 
purposes as regards the Corporation. 

SECTION 9.03. Transfer of Stock. Transfers of 
shares of the stock of the Corporation shall be made only 
on the books of the Corporation by the registered holder 
thereof, or by his attorney thereunto authorized, and on 
the surrender of the certificate or certificates for such 
shares properly endorsed. 

SECTION 9.04. Transfer Agent and Registrar; Reg
ulations. The Corporation shall, if and whenever the 
Board of Directors shall so determine, maintain one or 
more transfer offices or agencies, each in charge of a 
transfer agent designated by the Board of Directors, 
where the shares of the capital stock of the Corporation 
shall be directly transferable, and also if and whenever 
the Board of Directors shall so determine, maintain one or 
more registry offices, each in charge of a registrar 
designated by the Board of Directors, where such shares 
of stock shall be registered. The Board of Directors may 
make such rules and regulations as it may deem ex
pedient, not inconsistent with these By-Laws, concerning 
the issue, transfer and registration of certificates for 
shares of the capital stock of the Corporation. 

SECTION 9.05. Lost, Destroyed or Mutilated Certif
icates. In case o'f the alleged loss or destruction or the 
mutilation of a certificate representing capital stock of 
the Corporation, a new certificate may be issued in place 
thereof, in the manner and upon such terms as the Board 
of Directors may prescribe. 
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ARTICLE X 

Seal 

The Board of Directors shall provide a corporate seal, 
which shall be in the form of a circle and shall bear the 
name of the Corporation and the words and figures 
"Incorporated 1981 , Delaware." 

ARTICLE XI 

Fiscal Year 

The fiscal year of the Corporation shall begin at the 
opening of business on the Sunday nearest to the first day 
of January and end at the close of business on the 
Saturday nearest to the thirty-first day of December in 
each year, whether such Sunday or Saturday, as the case 
may be, falls in December or in January. 

ARTICLE XII 

Indemnification 

(a) The Corporation shall indemnify, in the manner 
and to the full extent permitted by law, any person who 
was or is a party or is threatened to be made a party to 
any threatened, pending or completed action, suit or 
proceeding, whether civil, criminal, administrative or 
investigative (other than an action by or in the right of 
the Corporation) by reason of the fact that he is or was a 
director, officer, employee or agent of the Corporation, 
or is or was serving at the request of the Corporation as a 
director, officer, employee or agent of another corpora
tion, partnership, joint venture, trust or other enterprise, 
against expenses (including attorneys' fees), judgments, 
fines and amounts paid in settlement actually and reason
ably incurred by him in connection with such action, suit 
or proceeding if he acted in good faith and in a manner he 
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reasonably believed to be in or not opposed to the best 
interests of the Corporation, and, with respect to any 
criminal action or proceeding, had no reasonable cause to 
believe his conduct was unlawful. The termination of any 
action, suit or proceeding by judgment, order, settlement, 
conviction, or upon a plea of nolo contendere or its 
equivalent, shall not, of itself, create a presumption that 
the person did not act in good faith and in a manner which 
he reasonably believed to be in or not opposed to the best 
interests of the Corporation, and, with respect to any 
criminal action or proceeding, had reasonable cause to 
believe that his conduct was unlawful. 

(b) The Corporation shall indemnify, in the manner 
and to the full extent permitted by law, any person who 
was or is a party or is threatened to be made a party to 
any threatened, pending or completed action or suit by or 
in the right of the Corporation to procure a judgment in 
its favor by reason of the fact that he is or was a 
director, officer, employee or agent of the Corporation, 
or is or was serving at the request of the Corporation as a 
director, officer, employee or agent of another corpora
tion, partnership, joint venture, trust or other enterprise 
against expenses (including attorneys' fees) actually and 
reasonably incurred by him in connection with the defense 
or settlement of such action or suit if he acted in good 
faith and in a manner he reasonably believed to be in or 
not opposed to the best interests of the Corporation and 
except that no such indemnification shall be made in 
respect of any claim, issue or matter as to which such 
person shall have been adjudged to be liable for negli
gence or misconduct in the performance of his duty to the 
Corporation unless and only to the extent that the Court 
of Chancery of Delaware or the court in which such 
action or suit was brought shall determine upon applica
tion that, despite the adjudication of liability but in view 
of all the circumstances of the case, such person is fairly 
and reasonably entitled to indemnity for such expenses 
which such Court of Chancery or such other court shall 
deem proper. 
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(c) To the extent that a director, officer, employee 
or agent of the Corporation shall be successful on the 
merits or otherwise in defense of any action, suit or 
proceeding referred to in paragraphs (a) and (b), or in 
defense of any claim, issue or matter therein, he shall be 
indemnified, in the manner and to the full extent permit
ted by law, against expenses (including attorneys' fees) 
actually and reasonably incurred by him in connection 
therewith. 

(d) Any indemnification under paragraphs (a) and (b) 
(unless ordered by a court) shall be made by the Corpora
tion only as authorized in the specific case upon a 
determination that indemnification of the director, of
ficer, employee or agent is proper in the circumstances 
because he has met the applicable standard of conduct set 
forth in paragraphs (a) and (b). Such determination shall 
be made (1) by the Board of Directors by a majority vote 
of a quorum consisting of directors who were not parties 
to such action, suit or proceeding, or (2) if such a quorum 
is not obtainable, or, even if obtainable a quorum of 
disinterested directors so directs, by independent legal 
counsel in a written opinion, or (3) by the stockholders. 

(e) Expenses incurred in defending a civil or criminal 
action, suit or proceeding may be paid by the Corporation 
in advance of the final disposition of such action, suit or 
proceeding as authorized by the Board of Directors in the 
manner provided in paragraph (d) upon receipt of an 
undertaking by or on behalf of the director, officer, 
employee or agent to repay such amount unless it shall 
ultimately be determined that he is entitled to be indem
nified by the Corporation as authorized in this Article XII. 

(f) The indemnification provided by this Article XII 
shall not be deemed exclusive of any other rights to which 
those indemnified may be entitled under any agreement, 
vote of stockholders or disinterested directors or other
wise, both as to action in his official capacity and as to 
action in another capacity while holding such office, and 
shall continue as to a person who has ceased to be a 
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director, officer, employee or agent and shall inure to the 
benefit of the heirs, executors and administrators. 

(g) The Board of Directors may authorize, by a vote 
of a majority of the full Board, the Corporation to 
purchase and maintain insurance on behalf of any person 
who is or was a director, officer, employee or agent of 
the Corporation, or is or was serving at the request of the 
Corporation as a director, officer, employee or agent of 
another corporation, partnership, joint venture, trust or 
other enterprise against any liability asserted against him 
and incurred by him in any such capacity, or arising out of 
his status as such, whether or not the Corporation would 
have the power to indemnify him against such liability 
under the provisions of this Article XII. 

(h) For purposes of this Article XII, references to 
"the Corporation" shall include, in addition to the result
ing corporation, any constituent corporation (including 
any constituent of a constituent) absorbed in a consolida
tion or merger which, if its separate existence had 
continued, would have had power and authority to indem
nify its directors, officers, and employees or agents, so 
that any person who is or was a director, officer, 
employee or agent of such constituent corporation, or is 
or was serving at the request of such constituent corpora
tion as a director, officer, employee or agent of another 
corporation, partnership, joint venture, trust or other 
enterprise, shall stand in the same position under the 
provisions of this Article XII with respect to the resulting 
or surviving corporation as he would have with respect to 
such constituent corporation if its separate existence had 
continued. 

(i) For purposes of this Article XII, references to 
"other enterprises" shall include employee benefit plans; 
references to "fines" shall include any excise taxes 
assessed on a person with respect to an employee benefits 
plan; and references to "serving at the request of the 
Corporation" shall include any service as a director, 
officer, employee or agent of the Corporation which 
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imposes duties on, or involves services by, such director, 
officer, employee or agent with respect to an employee 
benefit plan, its participants, or beneficiaries; and a 
person who acted in good faith and in a manner he 
reasonably believed to be in the interest of the partici
pants and beneficiaries of an employee benefit plan shall 
be deemed to have acted in a manner "not opposed to the 
best interests of the Corporation" as referred to in this 
Article XII. 

ARTICLE XIII 

Waiver of Notice 

Whenever any notice whatever is required to be given 
by statute, these By-Laws or the Certificate of Incorpora
tion, a waiver thereof in writing, signed by the person or 
persons entitled to said notice, whether before or after 
the time stated therein, shall be deemed equivalent 
thereto. 

ARTICLE XIV 

Amendments 

These By-Laws may be altered, amended or repealed, 
in whole or in part, and new By-Laws may be adopted, in 
whole or in part, by the affirmative vote of the holders of 
record of a majority of the outstanding stock of the 
Corporation present in person or represented by proxy and 
entitled to vote in respect thereof, given at an annual 
meeting or at any special meeting at which a quorum shall 
be present, or by the affirmative vote of a majority of the 
whole Board of Directors given at any meeting. Any By-
Law made, altered, amended or repealed by the Board of 
Directors shall be subject to alteration, amendment or 
repeal by vote of stockholders as provided above. 



THE CORPORATION TRUST COMPANY 

CORPORATION TRUST CENTER 
1209 ORANGE STREET 
WILMINGTON, DEL. 19801 
(302) 65S-7581 

Associated with C T Corporation System 

MAILING ADDRESS: 
P.O. BOX 631 

WILMINGTON, DEL. 19899 
FAX: 1302) 655-5049 

May 14, 1991 

RE: HR TEXTRON INC. 

Ann T. Willaman, Assistant Secretary 
Textron Inc. 
40 Westminster Street 
Providence, Rhode Island 02903 

Dear Ms. Willaman: 

Acting on instructions received, we have obtained and now enclose 
the following document (s) for the cornpany (ies) indicated above: 

1 Certified Copy(ies) of Certificate of Incorporation and all Amendments 

Good Standing Certificate(s) in Long Form, Q Tax Status Included 

_1 Ĝood Standing Certificate(s) in Short Form, Q Tax Status Included 

Certificate(s) in Re: 

Recorder's Certificate(s) 

We appreciate this opportunity to have been of service to you. 

Very truly yoxsrs, 

THE CORPORATION TRUST COMPANY 

-4^^^.^^ /" . /LZl 
Pauline G. Gentry 
Service Division 

PGG:tk 
Enc. 

FEDERAL EXPRESS A.r.w. 
o\V-
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I, MICHAEL HJ\RKINS, SECRETARY OF STATE OE TWE :;T-\TE CF 

DELAWARE DO HEREBY CERTIFY HR TEXTRON INC. IS D:.;LV 1 :;C0SP0RATED-

aNDER THE LAWS OF THE STATE OF DELAWARE AND IS LN C0;.-J STAND IN'-

AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE i<-:̂ (:ORDS QF THJS 

OFFICE SHOW. AS OF THE i'ATE :-HOWN DEI.OW. 

AND I DO HEREBY FuRTHER CERTIFY TLiAT THE ANNCA;.. ^EROPTS HAVE 

BEEN FILED TO DATE. 

AND I DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAX;-:S 

HAVE BEEN PAID TO DATE. 

AUTHENTICATION: 

D.ATE: 

7 ' 
rkins. ScLTcuiry ol State 
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I, MICHAEL HARKINS, SECRETARY OF STATE OF THE STATE OF 

DELAWARE DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND 

CORRECT COPY OF THE CERTIFICATE OF INCORPORATION OF 

TWK CORPORATION FILED IN THIS OFFICE ON THE NINTH DAY OF 

OCTOBER, A.D. 1981, AT 10 O'CLOCK A.M. 
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AUTHENTICATION 

DATE 

rkins. Secretary of State 

3047539 

05/14/1991 
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CITP.TIFICATF; O F I''''C0P.P0R?\TI0t7 

OF 

TWK CORPORATION 

* * * * * 

1. The name of the corporation is 

Tl'TK CORPORATION 

2. The address of its rogistered office in the 

State of Delaware is No. 100 V-'est Tenth Street, in the City 

of Wilmington, County of Nev/ Castle. The name of its 

registered agent at such address is The Corporation Trust 

Comnany. 

3. The nature of the business or purposes to be 

conducted or promoted is: 

To engage in any lawful act or activity for which 

corporations may be organized, under the General Corporation 

Law of Delav/are. 

Without limitina in any manner the scooe and 

generality of the foregoino, the corooration shall have 

the following businesses and purnose.s: 



To manufacture, purchase or otherwise acguire, 

invest in, ovm, mortaage, pledge, sell, assign and transfer 

or otherwise dispose of, trade, deal in and deal with 

goods, wares and merchandise and personal property of everv 

cJ.ass and. description. 

To acquire, and pay for in cash, stock or bonds 

of this corporation or otherv/ise, t.he good will, riahts, 

assets and property, and to undertake or assume the whole 

or any part of'the obligations or liabilities of any 

person, firm, association or corporation. 

To acquire by purchase, subscription or otherv/ise, 

and to receive, hold, o\-/n, guarantee, sell, assign, e.xchange, 

transfer, mortgage, pledge or otherwise dispose of or deal 

in and v/ith any of the shares of the capital stock, or any 

voting trust certificates in respect of the shares of 

capital stock, scrip, warrants, rights, bonds, debentures, 

notes, trust receipts, and other securities obligations, 

choses in action and evidences of indebtedness or interest 

issued or created by any corporations, joint stock companies, 

syndicates, associations, firms, tri.ists or persons, public 

or private, or by the oovernment of the United States of 

America, or by any foreign government, or by any state, 

territory, province, municipality or other political 

subdivision or by any governmental aoency, and as ov.Tier 

thereof to possess and exercise all the riohts, pov/ers and 

privileges of ov/nership, including the riaht to execute 



consents and vote thereon, and to do any and all acts and 

things necessary or advisable for the preservation, pro

tection, improvement and enhancement in value thereof. 

To borrow or raise money for any of the purposes, 

of the corporation and, from time to time v/ithout limit a.s 

to am.ount, to draw, make, accept, endorse, execute and 

issue promissory notes, drafts, bi.lls of exchange, warrants 

bonds, debentures and. other neaotiable or non-negotiable 

instruments and evidences of indebtedness, and to secure 

the payment of any thereof and of the interest thereon by 

mortgage upon or pledge, conveyance or assignment in trust 

of the whole or any part of the property of the corporation, 

v/hether at the time ov/ned or thereafter acouired, and to 

sell, pledge or otherwise dispose of such bonds or other 

obligations of the corporation for its corporate purposes. 

To purchase, receive, take by grant, gift, 

devise, beauest or otherwise, lease, or otherwise acauire, 

ovm, hold, improve, employ, use and otherv/ise deal in and 

with rsal or personal property, or any interest therein, 

v/herever situated, and. to sell, convey, lease, exchange, 

transfer or otherwise dispose of, or mortgaqe or pledge, 

all or any of the corporation's property and. assets, or any 

interest therein, wherever situated. 

In general, to possess and exercise all the 

pov/ers and privil.eaes granted by the General Corporation 



Lav/ of Delav/are or by any other lav/ of Delaware or by this 

certificate of incorporation together v/ith any powers 

incidental thereto, so far as surb pov/ers and privileges 

are necessary or convenient to the conduct, promotion or 

attainment o-P the business or purposes of the corporation. 

The business and purposes specifie^^ in the 

foreaoinq clauses sball, except where otherv/ise expressed, 

be in novdse lim.ited or restricted by reference to, or 

inference from, the terms of anv other clause in this 

certificate of incorporation, hut the business and purposes 

specified in each of the foregoing clauses of this article 

shall be regarded as independent business and purposes. 

4. The total num.ber of shares of stock which the 

corporation shall have authority to issue is one thousand 

(1,000) and the par value of each of such shares is One 

Dollar (Sl.OO) amountina in the aggregate to One Thousand 

Dollars ($1,000) . 

5. The name and. mailing address of each incorporator 

is as follows: 

MAMF M.AJLTf-TG Ai^DT^PP 

K. L. Fusfelt 100 West "^enth Street 
V'ilm.ington, De.!.av/are 19801 

B. A. Schuman 100 t'Jest Tenth Street 
Wilmington, Delav.'are 19801 

E. L. Kinsler IOO '-'est Tenth ,'̂ treet 
'.•••iim: na ton , Delav/are 19801 



6. The corporation is to have pernetual 

existence. 

7. In furtherance and not in limitation of the 

powers conferred, by statute, the board of directors is 

expressly authorized: 

To make, alter or repeal the by-Jav/s of the 

corporation. 

To authorize and cause to be executed mortaages 

and liens upon the real and. personal oronertv of the 

corporation. 

To set apart out of any of the funds of the 

corporation available for dividends a reserve or reserves 

for any proper purpose and to abolish any such reserve in 

the manner in which it v/as created. 

By a majority of the whole board, to designate 

one or m.ore committees, each comm.ittee to consist of one or 

more of the directors of the corporation. The board may 

d.esianate one or more directors as alternate members of any 

comm.ittee, v/ho may replace any absent or disqualified 

memiber at any meeting of the committee. The by-i.aws m.ay 

provide that in the absence or disau.al.ification of a m.em.ber 

of a committee, the member or members thereof present at 

any m.eeting and. not disqualified, fron voting, v/hether or 

not he or they constitute a auoru.m, may unanimously appoint 

another nember of the board o f directors to act at the 

meeting in the placa of any such absent or disqualified 

mem.ber. F'.nv such committee, to the extent provided in th.e 



resolution of the board of directors, or in the by-lav/s of 

the corporation, shall have and may exercise all the powers 

and authority of the board of directors in the management 

of the business and affairs of the corporation, and. may 

authorize the seal of the corporation to be affixed to all' 

paoers v/hich mav reauire it; but no such, committee shall 

have the power or authority in reference to amending the 

certificate of incorncration, adopting an agreement of 

merqer or consolidation, recommending to the stockholders 

the sale, leas-e or exchange of all or substantially all of 

the corporation's property and assets, recommending to the 

stockholders a dissolution of the corporation or a revo~ 

cation of a dissolution, or amendina the by-laws of the 

corporation; and, unless the resolution or by-lav/s, ex

pressly so provide, no such com.mittee shall have the power 

or authority to declare a dividend or to authorize the 

issuance of stock. 

V/hen and as authorized by the stockholders in 

accordance with statute, to sell, lease or exchange all or 

substantially all of the property and assets of the corpo

ration, includina its good v/ill and its corporate franchises, 

upon sucb terms and conditions and for such consideration, 

v/hich may consist in whole or in part of money or property 

including shares of stock in, and/or other securities of, 

anv other corporation or corporatio.ns, as its board of 

directors shall deem expedient and for the best interest of 

the corporation. 



8. {•'eetings of stockholders may be held within or 

without the State of Delaware, as the by-lav/s may provide. 

The books of the corporation may be ksot (subject to any 

provision contained in the statutes) outside the State of .• 

Delaware at such place or places as may be designated from 

tine to time by the board of directors or in the by-laws of 

the corporation. .Flections o.f directors need not be by 

written ballot unless the by-lav/s of the corporation shall 

so provide. 

9. The corporation reserves the right to amend, 

alter, change or repeal any provision contained in this 

certificate of incorporation, in the manner nov/ or here

after prescribed by statute, and all rights conferred upon 

stockholders herein are granted subject to this reservation. 

'•rF, Tr'F U.MDFFSIGVTFD, being each of the incorpo

rators hereinbefore na.m.ed, for the purcose of forming a 

corporation pursuant to the General Corporation Law of the 

State of Delav/are, do m.ake this certificate, hereby de-

clarina and certifying th.at this is our act and deed and 

the facts herein stated are true, and accordingly have 

hereunto set our hands this 9th day of October, 1981. 

K. 
K. 

B. 

E. 

E. 

L. 
• L . 

A. 

r\ • 

L. 

H u s f e l t 
H u s f e l t 

Schuman 

Schum.an 

K i n s l e r 
• . L. KinsJ.er 
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I, MICHAEL HARKINS, SECRETARY OF STATE OF THE STATE OF 

DELAWARE DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND 

CORRECT copy OF THE CERTIFICATE OF AMENDMENT BEFORE PAYMENT 

FOR STOCK OF TWK CORPORATION FILED IN THIS OFFICE ON THE 

FOURTEENTH DAY OF OCTOBER, A.D. 1981, AT 10 O'CLOCK A.M. 

7 2 1 1 3 4 0 3 1 

Michael Harkins. Sctroi;ir> oi Sciie 

3 0 4 7 5 4 0 

0 5 / 1 4 / 1 9 9 1 

AUtHE\ 'TICAT10. \ 

D.ATE 
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.; CERTIFICATE OF AMENDMENT 
J .• 

:' OF . 

•': CERTIFICATE OF INCORPORATION 

'.' BEFORE PAYMENT OF CAPITAL 

OF 

TWK CORPORATION 

• ; * * * * * 

We, the undersigned, being all of the incorporators 

:; of TWK CORPORATION, a corporation organized and e.xisting under 

1; 
|: and by virtue of the General Corporation Law of the State of 

!; Delaware 
il 

;' DO HEREBY CERTIFY: 

!' FIRST: That Article 1. of the Certificate of 

i: 
I' Incorporation be and it hereby is amended to read as follows: 

1. The name of the corporation is 

TEXTRON INVESTMENT HOLDINGS INC. 

SECOND: That the corporation has not received any 

payment for any of its stock. 

THIRD: That the amendment was duly adopted in 

accordance with the provisions of section 241 of the General 

Corporation Law of the State of Delaware. 

IN WITNESS WHEREOF, we have signed this certificate 

this 14th day of October, 1981. 

K. L. Kus felt 

B. A. Schu.man 

B. A. Schuman 

E. L. Kinsler 

E. L. Kinsler 
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CERTIFICATE OF AMENDMENT 

OF 

CERTIFICATE OF INCORPORATION 

TEXTRON INVESTMENT HOLDINGS INC., a corporation organized and 

existing under and by virtue of the General Corporation Law of the 

State of Delaware, 

DOES HEREBY CERTIFY: 

FIRST: That the Board o£ Directors of said Corporation, by the 

unanimous written consent of its members, filed with the minutes of 

the Board, adopted a resolution proposing and declaring advisable 

the following amendment to the Certificate of Incorporation, as 

amended, of said Corporation: 

RESOLVED: That the Certificate of Incorporation of 

TEXT.iON INVESTT'EOT HOLDIbJGS INC., as amended, be further 

amended by changing the First (1st) Article thereof so 

that, as amended, said Article shall be and read as fol

lows: 

1. The name of the corporation is 

HR TEXTRON INC. 
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SE)COND: That in lieu of a meeting and vote of the sole share

holder, the sole shareholder has given its written consent to said 

amendment in accordance with the provisions of Section 228 of the 

General Corporation Law of the State of Delaware. 

THIRD: That the aforesaid amendment was duly adopted in ac

cordance with the applicable provisions of Sections 228 and 242 of 

the General Corporation Law of the State of Delaware. 

IN WITNESS WHEREDF, said TEXTRON INVESIT-ENT HOLDINGS INC. has 

caused this Certificate to be signed by its Vice President and 

attested by its Assistant Secretary this )6 "day of December, 1981. 

TEXTRON INVESTMENT HOLDINGS INC. 

By: / ^ - . ^ f^^^Uy /<<U-.^ 
f / f ylce^resideriti 

ATTEST: 

Assistant Secretary 
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RZGISTERED OFFICE AND CF REGISTERED AGENT 

r I L E D 
i J : 3 o 

JUL 27 1S54 /'.M-

PURSUANT TO SECTION IS'? OF TITLE 3 OF THE DELAWAFX CODE 

To: DEPART;-1EMT OF STATE 

Division of Corporations 
Townsend Building 
Federal Street 
Dover, Delaware 19903 

Pursuant to the provisions of Section 13.5 of Title 8 of the Delaware Code, 

the undersigned Agent for service of process, in order to change the address of 

the registered office of the corporations for which it is registered agent, 

hereby certifies that: 

1. The name of the agent is: The Corporation Trust Coinpany 

2. The address of the old registered office was: 

100 West Tenth Street 
Wilmington, Delaware 19801 

3. The address to which the registered office is to be changed is: 

Corporation Trust Center 
1209 Orange Street 
Wilmington, Delaware 19801 

The new address will be effective on July 30, 1984. 

4. The names of the corporations represented by said agent are set forth 
on the list annexed to this certificate and made a part hereof by 
reference. 

IN V7IT:;ESS WKERZOF, said agent has caused this certifi

cate to be signed on its behalf by its Vice-President and Assis

tant Secretary this 25th day of July, 1984. 

ATTEST: 

(Assistant Secretary) 

T.HE CORPOF.ATION TRUST CO:-':PA!.'Y 

(name o f R e g i s t e r e d A g e n t ) 

y dd^^ef 
/ / (Vice-President) 
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HR TEXTRON INC. 
Action by Consent of the Board of Directors 
in Lieu of a Meeting. 1991 

The undersigned, being all of the Directors of HR Textron 
Inc., a Delaware corporation, and acting without a meeting of the 
Board of Directors pursuant to the Restated By-Laws of the 
Corporation, do hereby consent to the taking of the following 
actions: 

RESOLVED: The following officers and employees of the 
Corporation are hereby authorized and empowered, severally 
or jointly, subject to the terms and conditions hereinafter 
provided, to sign, seal with the Corporate seal, and execute 
and deliver in the name and on behalf of the Corporation, 
contracts, agreements, bids, bonds, applications, reports, 
certificates, affidavits or other documents or papers to, by 
or with the Government of the United States, any state or 
municipal government, any foreign government, or any depart
ment, office, division, agency or instrumentality of any of 
the foregoing, any such authorization to include subcon
tracts or subordinate contracts of any kind with other 
contracts dealing with any of the foregoing, relative to or 
in connection with any work, property, purchase, contract, 
service or production of any kind which may be directly or 
indirectly awarded, granted, carried on or performed by the 
Corporation; and that this Resolution, which is in lieu of 
all prior authorizations, shall remain in full force and 
effect until the earlier of (1) December 31, 1992, or (2) 
notice to the contrary to any contracting agency relying 
upon its terms: 

Contracts including termination claims and releases: 

Richard J. Millman 
Joseph S. Edwards 

Craig V. Johansen 
John W. Hedges 

Philip T. Lane 

Michael E. Colyer 
Gail S. Blodgett 

Contract Managers 
Contract Supervisor 

Purchasing Managers 
Contract Administrators 

Purchasing Buyers 

No limitations 

Any contract involving 
not more than $5,000,000 

Any contract involving 
not more than $2,500,000 

Any contract involving 
not more than $500,000 

Any contract involving 
not more than $100,000 

Any contract involving 
not more than $50,000 

Any contract involving 
not more than $20,000 

'-5 

:. S 



Invoices and Vouchers 

Joseph S. Edwards 
Pa t r i ck J . Holmes 

Related Instruments 

Formal l e g a l documents such as a deed , bond, r o y a l t y 
agreements , c e r t i f i c a t e s , a f f i d a v i t s , l e a s e s or o the r documents 
t h a t s h a l l be executed and d e l i v e r e d in the name and on behalf of 
the Corporation. 

Richard J . Millman 
Joseph S. Edwards 
John W. Hedges 

Author i ty to sign c e r t i f i c a t e s required by Federal or S ta te 
Regulat ions as a condit ion of c o n t r a c t i n g may be delegated a t the 
d i s c r e t i on of the President of the Corporation. 

RESOLVED: The fo l lowing o f f i c e r s and employees of t he 
Corporation are further designated, pursuant to the forego
ing R e s o l u t i o n , as p e r s o n s a u t h o r i z e d t o s e a l wi th t he 
Corpora t e s e a l of t h e C o r p o r a t i o n any of t h e foregoing 
governmental and o the r c o n t r a c t s and r e l a t e d ins t ruments 
when duly executed pursuant h e r e t o ; and t h a t t h i s Resolu
t i o n , which i s in l i e u of a l l p r i o r a u t h o r i z a t i o n s , s h a l l 
remain in f u l l force and e f f e c t u n t i l t he e a r l i e r of (1) 
December 31, 1992, or (2) n o t i c e to the c o n t r a r y to any 
cont rac t ing agency re ly ing upon i t s terms: 

John W. Hedges 
JoAnne M. I to 

IN WITNESS WHEREOF, we have he reun to s e t our hands and 
caused the c e r t i f i c a t i o n seal to be offered as of t h i s day of 

, 1991. 

SEAL 

Beverly F. Dolan 

George H. Hartmann 

Thomas D. Soutter 



HR TEXTRON INC. 
Action by Consent of the Board of Directors 
in Lieu of a Meeting. . 1991 

The undersigned, being all of the Directors of HR Textron 
Inc. , a Delaware corporation, and acting without a meeting of the 
Board of Directors pursuant to the Restated By-Laws of the 
Corporation, do hereby consent to the taking of the following 
action: 

RESOLVED: The following persons be and the same are 
hereby elected to the office of the Corporation set forth 
after his/her name, each to hold such office until the next 
Annual Meeting or until his earlier death, resignation or 
removal: 

Richard J. Millman 
Joseph S. Edwards 
Craig V. Johansen 

John W. Hedges 

JoAnne M. Ito 
Bhikhaji M. Maneckji 
Ann T. Willaman 
Lawrence M. Lansinger 
Edward M. Andrews 

President 
Vice President Finance 
Senior Vice President 

Systems and Products 
Vice President Contracts 
and Production Programs, 

and Secretary 
Assistant Secretary 
Assistant Secretary 
Assistant Secretary 
Assistant Treasurer 
Assistant Treasurer 

IN WITNESS WHEREOF, we have hereunto set our hands and caused 
the Corporate seal to be affixed as of this day of 

, 1991. 

Beverly F. Dolan 

SEAL George H. Hartmann 

Thomas D. Soutter 

|(]ali\wi\Rc>oNe| 

(Rev. 040291) 



HR TEXTRON INC. 

R. J. Millman 
President 

HUMAN RESOURCES 

R. D. Hanks 
Vice President 

SYSTEMS & PRODUCTS 

C. V.Johansen 
Sr. Vice President 

STRATEGIC PLANNING - S Alpert, Director 

EXECUTIVE ASSISTANT - J. M. Ito 

r ^ 

CONTRACTS & 
PRODUCTION PRGMS. 

J. W. Hedges 
Vice President 

MKTG. & NEW PRODUCT 
DEVELOPMENT 

P. T. Lane 
Vice President 

MARKETING 

F. T. Zeile 
Director 

EUROPEAN 
OPERATIONS 
M G. Clarke 

Director 

ENGINEERING 

E. Y. Stiapiro 
Vice President 

MANUFACTURING 

R. L. Pascoe 
Vice President 

QUALITY ASSURANCE 

f bd 
Vice President 

FINANCE 

J. S. Edwards 
Vice President 

ACCOUNTING 

P. J. Holmes 
Director 

BUSINESS ORGANIZATION CHART 

October 1990 President 



PRESIDENT 

R. J. Millman 

STRATEGIC PLANNING 

S. Alpert 

SYSTEMS & PRODUCTS 

C V.Johansen 
Sr. Vice President 

FINANCE 

J. S. Edwards 
Vice President 

EXECUTIVE ASSISTANT 

J. M. Ito 

HUMAN RESOURCES 

R. D. Hanks 
Vice President 

CONTRACTS & 
PRODUCTION PROGRAMS 

J. W. Hedges 
Vice President 
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ENGINEERING 

E. Y. Shapiro 
Vice President 

AUTOMATIC 
TEST EQUIPMENT 

N. G. Torrey Sr. 
Director 

MANUFACTURING 

R. L. Pascoe 
Vice President 

PURCHASING 

G. S. Blodgett 
Director 

QUALITY ASSURANCE 

-P'liA. Ilonoci 

FACILITIES 
ENG & MAINTENANCE 

W. C. Moses 
Director 

HRGSEaa 
OPERATIONS ORGANIZATION CHART 

; : 
October 1990 Sr. Vice President 
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Textron's first quarter operations resulted 
in net income of $66.4 million ($.76 per 
share), compared with $66.2 million ($.73 
per share) in 1990. We are pleased with 
these results given the difficult economy 
in which we operated during the first 
quarter. 

Our Aerospace Technology businesses 
were the strongest contributor to our 
results with operating income advancing 
26% to $89.6 million. Bell Helicopter had 
an excellent quarter and income also 
improved in our Systems segment. 
Textron's Financial Services businesses 
also had a strong first quarter with income 
increasing 13% to $80.9 million. 

The recession and weakened consumer 
confidence hurt the results of our Com
mercial Products sector as income 
declined 56% to $20.5 milhon. Based on 
current projections indicating an eco
nomic rebound beginning in the second 
half of 1991, we expect this sector of our 
business gradually to improve its perfor
mance over the balance of 1991. 

As previously reported, Textron 
continues to defend its acquisition of 
Avdel pic at a hearing before a Federal 
Trade Commission Administrative Law 
Judge. Until this matter is resolved, 
Textron is precluded from consolidating 
Avdel's eamings with Textron's results of 
operations. First quarter income of the 
Commercial Products sector included 
dividends of $200,000 from Avdel, down 
from $6.1 million in 1990. 

Textron's balanced diversification is a 
benefit in times like these, and we are 
optimistic that 1991 will be another good 
year for the corporation. 

B. F. Dolan 
chairman and 
chief executive officer 

Qn the Eover. 
Three Bell Model 412 utility helicopters 
are shown at Petroleum Helicopter Inc. 's 
(PHI) facility in Louisiana. PHI is one of 
the largest buyers of Bell commercial 
helicopters. 

Bell Helicopter Textron has received one 
of the largest orders for commercial 
helicopters in its history. 

In February, Petroleum Helicopters Inc. 
(PHI) of New Orleans ordered 154 Bell 
helicopters, including 66 Model 206B-in 
JetRangers and 88 Model 206L-m 
LongRangers, for delivery between 1992 
and 1995. 

Bell's relationship with PHI spans more 
than 40 years. PHI owns the world's 
largest fleet of commercial helicopters 
with over 300 in service. It provides 
helicopter transportation services to 
companies engaged in offshore oil and gas 
exploration, development and production, 
and medical support services. 

All of the helicopters on order will be 
based in PHI's area of principal operations 
in coastal Louisiana and Texas and in the 
Gulf of Mexico. 

In addition to the JetRanger and 
LongRanger, Bell also produces for the 
commercial market the twin-turbine 
powered six to ten place Model 230, the 12 
to 15 place Model 212 and the 412HP, a 
four-bladed variant of the Model 212. 

Frank Fortin, left, a reporter for Providence 
Business News, interviews Mr. Hardymon, 
center, and Mr. Dolan, right, following the 
shareholders meeting. 



POST ANNUAL MEETING REPORT 

The annual meeting of Textron shareholders was held Wednesday morning, April 24, 
1991 at the Omni Biltmore Hotel in Providence, Rhode Island. B.F. Dolan, chairman 
and chief executive officer, presided. The following are excerpts from reports delivered 
at the meeting by Mr. Dolan and James F. Hardymon, president and chief operating 
officer. 

Mr. Dolan: 

Textron had another good year in 1990. It 
was an especially strong performance 
when one considers the generally weak 
economic conditions that existed through 
much of the year in various segments of 
the economy. Our net income and 
revenues grew to record highs. Revenues 
rose to $7.9 billion from $7.4 billion in 
1989, and 1990 net income rose to $283 
million, or $3.18 per share, from 1989's 
$259 million, or $2.91 per share. 

These increases were largely due to 
gains in our Financial Services businesses 
and improved performance in our Aero
space Technology operations. All in all, 
1990 was a good year to be a broadly 
diversified company. 

As we pointed out in the annual report 
and to financial analysts throughout the 
year, Textron is committed to improving 
its financial performance. We plan to 
achieve this by improving returns from 
our existing businesses by raising produc
tivity levels, by emphasizing cash flow 
and by redeploying underutilized assets. 
Large acquisitions are unlikely for the 
time being, but we are very interested in 
acquiring complementary product lines 
where the price and the fit are right. 

We are also making good progress in 
our efforts to expand our commercial 
aerospace business as spending for defense 
declines. Overall in 1990, Textron 
generated 24% of its revenues, but a 
substantially lower proportion of operating 
profit, from contracts with the Depart
ment of Defense. Revenues from our 
commercial and intemational aerospace 
businesses amounted to 22% of total 
revenues and contributed a much larger 
percentage of operating profits than 
defense. 

However, the shift to more commercial 
aerospace business does not mean that 
Textron is giving up on defense. We have a 
remarkable breadth of advanced technol
ogy products for the military and nearly all 
of it is in tactical systems. 

I am proud to say that Textron-built 
equipment played a significant role in 
shortening the Gulf war. We were a factor 
on land, in the air and at sea. Textron was 
well represented in the mobility and 
accurate firepower of the Army's Ml tank 
and in the fast assault capabilities of the 
Navy's LCAC air cushion landing craft, 
whose diversionary tactics off Kuwait City 
tied down several Iraqi divisions for the 
duration of the war. 

Textron's Bell helicopters accounted for 
more than half of all the helicopters flown 
by the Marines and Army in Operation 
Desert Storm, and Textron Aerostructures 
built the wings for the C-5 and other 
transport aircraft that were the work
horses of the operation. Our automatic 
aircraft landing systems were operating on 
the carriers out in the Gulf and most, if 
not all, of the aircraft flown carried one or 
more of our products - from composite 
materials to rivets, engines, engine parts 
and control systems. So we are justifiably 
proud of Textron's contributions to the 
U.S. defense efforts. 

Now, let me give you a brief update on 
the status of two items of interest, starting 
with the LH competition. 

On April 5 of this year, the Army 
selected the Sikorsky/Boeing team over 
the Bell Helicopter/McDonnell Douglas 
team to develop the Army's new light 
helicopter. Naturally, we had hoped to 
win and made every effort to do so. 
However, the loss of the contract will not 
have a negative impact on Textron's 
earnings for the foreseeable future since 
LH production probably won't start until 
after the tum of the century. I might add 
that Bell is probably the most diversified 
of all the helicopter companies and should 
have the best year it ever had in I99I. 

The V-22 TiltRotor aircraft program 
remains alive but locked in a budgetary 
tug-of-war between the Congress and the 
Pentagon. Now in its fifth year of develop
ment, the V-22 successfully completed at-
sea trials in December. Congress contin-



ues to support production of the V-22 but 
the Pentagon's 1992 budget request 
contains no funding and seeks to forego 
production. 

Looking ahead, and assuming there are 
no major geopolitical or economic sur
prises, we see another year of earnings 
improvement in 1991. 

Mr. Hardymon: 

I will begin by covering the three 
business sectors, starting with the 
Aerospace Technology sector which 
accounted for 46% of total revenues and 
42% of operating income in 1990. It's 
interesting to note that commercial 
aerospace activity contributed half of the 
revenues and substantially more than half 
of the profits in this sector. 

The commercial aerospace business 
will continue to be a major profit provider 
in the current year. Revenues derived from 
U.S. Government contracts actually 
increased over the prior year due princi
pally to higher deliveries of helicopters 
and air cushion landing craft. 

The Commercial Products sector 
contributed 23% of revenues and 21 % of 
income in 1990. 

The automotive divisions experienced 
increased profit pressure, including price 
concession requests from the Big Three 
automotive companies. During the fourth 
quarter, reductions in production levels 
were put in place by manufacturers and 
these reductions have continued into the 
first quarter of this year. 

Despite these weaknesses, the automo
tive companies are well positioned as first-
tier suppliers. Our divisions responded to 
the soft markets with programs and 
policies that enabled them to maintain 
margins and profits for the year. 

The golf-related divisions had an 
excellent year. E-Z-Go and Jacobsen 
products are essential to operating a golf 
course and the worldwide growth in golf is 
a trend that we are aggressively pursuing. 

Financial Services, Textron's third 
business sector, continues to provide 
growth and balance to the corporation. 

contributing 31 % of revenues and 37% of 
operating income in 1990. These compa
nies have good niche positions in their 
markets and they make the most of them. 
Income has grown at a 13% rate in recent 
years. 

Avco Financial Services' 1990 revenues 
and earnings reached record levels and we 
are very pleased with the strong perfor
mance of this company. 

Textron Financial Corporation, our 
commercial finance operation, enjoyed its 
twelfth consecutive year of asset and net 
income growth. Paul Revere Insurance is a 
specialist in disability insurance and the 
market leader in individual, non-cancel
lable disability insurance in the United 
States and Canada. 

Despite the tough economic environ
ment in 1990, Textron's results demon
strate the strength of our balanced 
diversification. We had six divisions in a 
weak automotive market, declining, non
residential construction activity, the 
constant threat of a shrinking defense 
budget and the actual cancellation and 
delay of some programs. 

Yet, we had an upside year! For that to 
happen, something had to be going right in 
financial services, commercial aerospace 
and in the golf business. I think this says 
something about the strength and quality 
of our many businesses. 

As we work our way through 1991, 
there is no doubt that we are in a 
recessionary period. Some of our opera
tions are doing well while a few are 
struggling with soft markets. 

Looking at our operating businesses, 
commercial aerospace activity will 
continue to grow. Our Commercial 
Products operations will be the most 
impacted by the recession. Earnings will 
be under pressure through mid-year but 
we are well positioned for the economic 
upturn when it begins. The Financial 
Services divisions will reflect continued 
growth this year, although at a slower pace 
than last year. 

We are convinced that with productive, 
efficient operations that serve our custom
ers' needs, we will achieve our objectives. 



A total of 67,300,176 shares, or approxi
mately 78.4% of the shares outstanding 
and entitled to vote were represented at 
the meeting, either in person or by proxy. 

Four directors in Class I were elected to 
three year terms. They are Joseph R. 
Carter, R. Stuart Dickson, William M. 
Ellinghaus and J. Paul Sticht. Each 
nominee received a minimum of 
64,111,589 shares, or 95.3%, of the shares 
represented at the meeting. 

Shareholders also ratified the appoint
ment of Ernst & Young as Textron's 
independent auditors for 1991 with 
66,174,441 shares, or 98.3%, of the shares 
represented at the meeting. 

The two shareholder proposals were 
defeated. The first proposal requested that 

the company prepare a report on its plans 
for economic conversion in divisions and 
plants that are dependent upon weapons 
contracts. A total of 53,996,300 shares, or 
80.2%, were voted against; 5,202,217 
shares, or 1 J°/o, were voted in favor, and 
8,101,659 shares, or 12.1%, abstained. 

The second proposal asked that the 
board of directors refrain, without share
holder approval, from making future 
compensation awards to officers and 
directors which are contingent on a 
change of control of the company. The 
vote was 34,531,889 shares, or 51.3%, 
against and 24,019,837 shares, or 35.7% in 
favor, while 8,748,450 shares, or 13.0%, 
abstained. 

Kleban 

Textron recently announced several 
changes and additions to its senior 
management ranks. John S. Kleban and 
Terry D. Stinson were appointed group 

vice presidents and 
Edward C. Arditte was 
elected vice president 
investor relations. Fred 
N. Hubbard was 
named president of the 
Textron Aerostmc
tures Division. 

Mr. Kleban, 52, had 
been serving as 
president of Textron 

Aerostmctures since 1985. The division is 
a major manufacturer of aircraft wings and 
components primarily for commercial 
customers in the U.S. and overseas. As a 
group vice president, Mr. Kleban will have 

responsibility for 
several of Textron's 
Commercial Products 
divisions. He replaces 
Charles F. Chapin, 
who is retiring at mid
year. 

Mr. Stinson, 49, 
formerly was president 
of the Hamilton 
Standard Division of 

United Technologies Corporation, a 
designer and manufacturer of high 
technology control systems and compo
nents for the global aerospace industry. 

Stinson 

Arditte 

Mr. Stinson also was president of United 
Technologies' Intemational Support 
Systems subsidiary and president of the 
corporation's Elliott Company subsidiary. 

He became president 
of Hamilton Standard 
in 1986. In his new 
position, he will have 
responsibility for 
several of Textron's 
Aerospace Technology 
divisions. 

Mr. Arditte, 35, had 
been director of 
investor relations 

since July 1990. He joined Textron in 1986 
as assistant treasurer. He previously was 
vice president and New England region 
manager of Security Pacific National 
Bank. 

Mr. Hubbard, 48, 
joins Textron 
Aerostructures from 
Bell Helicopter 
Textron where he was 
a senior vice president. 
He joined Bell in 1966 
as a cost analyst and 
was vice president of 
planning and controls 
before becoming 

executive vice president and later presi
dent of Bell Helicopter Canada in 
Montreal. He retumed to Bell's headquar
ters in Fort Worth, Texas in 1990. 

Hubbard 



FIRST QUARTER FINANCIAL STATEMENTS 
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(Unaudited) 
(Dollars in millions except per share amounts) Three Months Ended 

Revenues 

Sales 

Interest, discount and service charges 

Insurance premiums 

Investment income (including net capital gains) 

March 30, 
1991 

$ 1,271.8 

295.9 

254.2 

86.8 

March 31. 
1990 

$ 1,296.5 

269.5 

236.3 

81.6 

Total revenues 1,908.7 1,883.9 

Costs and expenses 

Cost of sales 

Selling and administrative 

Interest expense 

Provision for losses on collection of finance 
receivables, less recoveries 

Insurance benefits and increase in policy liabilities 

Amortization of insurance policy acquisition costs 

,015.8 

335.7 

193.7 

29.3 

188.4 

33.5 

1,029.3 

327.9 

188.2 

24.1 

174.1 

34.7 

Total costs and expenses 

Income before income tdxes 

Inconie taxes 

Net income 

Net income per common share* 

Average shares outstanding* 

$ 

$ 

1,796.4 

112.3 

45.9 

66.4 

.76 

86,948,000 

$ 

$ 

1,778.3 

105.6 

39.4 

66.2 

.73 

90,624,000 

Dividends per share: 

$2.08 Preferred stock, Series A 

$1.40 Preferred stock, Series B 

Common stock 

.52 

.35 

.25 

$ .52 

$ .35 

$ .25 

' Average shares outstanding assume full conversion of preferred stock and exercise of 
options. 



(Unaudited) (In millions) Three Months Ended 

March 30, 
1991 

March 31, 
1990 

Revenues 

Aerospace Technology: 

Helicopters 

Propulsion 

Systems 

311.1 

327.0 

226.4 

$ 214.6 

358.1 

253.2 

864.5 825.9 

Commercial Products 407.3 470.6 

Financial Services: 

Finance and related insurance 

Other insurance 

338.2 

298.3 

309.2 

277.7 

636.5 586.9 

Total revenues* $ 1,908.3 $ 1,883.4 

Income 

Aerospace Technology: 

Helicopters 

Propulsion 

Systems 

37.8 

34.4 

17.4 

$ 16.5 

40.7 

13.8 

89.6 71.0 

Commercial Products 20.5' 4 6 . 8 " 

Financial Services: 

Finance and related insurance 

Other insurance 

52.9 

28.0 

45.9 

25.5 

80.9 71.4 

Segment operating income 

Corporate expenses and other - net 

Interest expense - net 

191.0 

(17.1) 

(61.6) 

189.2 

(18.9) 

(64.7) 

Income before income taxes $ 112.3 $ 105.6 

Revenues hy business segment exclude investment income of the Textron Parent 
Company Borrowing Group. 

Includes cash dividends received from Avdel pic of $.2 million for the quarter ended 
March 30, 1991 and $6.1 million for the quarter ended March 31, 1990. 
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(Unaudited) (Dollars in millions) 

March 30, December 29, 
1991 1990 

March 31, 
1990 

Assets 
Cash $ 42.5 $ 66,4 $ 12.8 
Investments 3,463.3 3,348.1 3,239.0 
Receivables - net: 

Finance 5,896.7 5,889.5 5,277.8 
Commercial and U.S, Government 861.5 793.9 828.0 

6,758.2 6,683,4 6,105.8 
Inventories 
Property, plant and equipment - net 
Unamortized insurance policy 

acquisition costs 
Goodwill 
Other assets 

1,365.3 
1,000.6 

583.7 
1,035.6 

911.9 

1,294,2 
1,000,7 

566.1 
1,045.2 

887.4 

1,372.4 
1,013.9 

519.9 
1,073.8 

807.1 

Totalassets $ 15,161.1 $ 14,891,5 $ 14,144.7 

Liabilities and shareholders' equity 
Liabilities 
Accounts payable 
Income taxes 
Accmed liabilities 
Insurance reserves and claims 
Debt: 

Textron Parent Company Borrowing 
Group 

Finance and insurance subsidiaries 

478.7 
289.0 

1,234.8 
2,993.9 

2,147.3 
5,297.8 

$ 521.9 
328.7 

1,237,8 
2,896,4 

1,925.4 
5,318.9 

$ 498.7 
321.1 

1,215.0 
2,668.7 

2,224.6 
4,624.4 

7,445.1 7,244.3 6,849.0 

Total liabilities 12,441.5 12,229,1 11,552,5 

Shareholders' equity 
Capital stock: 

Preferred stock 
Common stock* 

Capital surplus 
Retained earnings 
Unearned compensation related to 

employee stock ownership plan 
Other 

20.2 
11.3 

645.0 
2,228.6 

(69.3) 
16.6 

20,6 
11,3 

644,6 
2,183.8 

(73.1) 
19.9 

21.3 
11.3 

644.0 
2,032.8 

(89.1) 
18.6 

Less cost of treasury shares 

Total shareholders' equity 

Total liabilities and shareholders' 
equity 

* Common shares outstanding 

2,852.4 
132.8 

2,719.6 

$ 15,161.1 

85,353,000 

2,807.1 
144.7 

2,662.4 

$ 14,891.5 

84,777,000 

2,638,9 
46.7 

2,592.2 

$ 14,144.7 

89,107,000 
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(Unaudited) (In mUlions) Three Months Ended 

March 30, 
1991 

March 31. 
1990 

Cash flows from operating activities: 
Net income $ 66.4 $ 66.2 
Adjustments to reconcile net income to net cash used 

by operating activities: 
Depreciation 
Amortization 
Provision for losses on receivables 
Deferred income taxes 
Increase in insurance policy liabilities 
Amortization of insurance policy acquisition costs 
Gains on sales of investments 
Changes in assets and liabilities: 

Increase in commercial and U.S. Govemment 
receivables 

Increase in inventories 
Additions to insurance policy acquisition costs 
Increase in other assets 
Increase (decrease) in accounts payable 
Decrease in income taxes payable 
Increase (decrease) in accrued liabilities 
Decrease in unearned insurance premiums and 

reserves for insurance losses and adjustment 
expenses (2.1) 

Other - net 7.4 

43.5 
10.2 
41.0 
(1.2) 
71.2 
33.5 
(3.0) 

(73.7) 
(71.1) 
(51.1) 
(27.1) 
(41.3) 
(36.8) 

(0.2) 

44.0 
10.1 
30.3 

5.8 
64.1 
34.7 
(2.2) 

(126.9) 
(51.6) 
(44.8) 
(27.8) 
11.9 

(36.3) 
8,2 

(1,0) 
(10.0) 

Net cash used by operating activities (34.4) 

Net cash used by investing activities (268.6) 

(25.3) 

Cash flows from investing activities: 
Purchases of investments (287.7) (237.5) 
Proceeds from sales of investments 179.3 137,5 
Finance receivables originated or purchased (872.2) (794,2) 
Finance receivables repaid or sold 746.1 726,7 
Collections on notes receivable 0.5 0,4 
Capital expenditures (37.3) (49.2) 
Proceeds from sales of property, plant and equipment 2.7 2.6 

(213.7) 

Cash flows ftom financing activities: 
Increase (decrease) in short-term debt (117.1) 81.6 
Proceeds from issuance of long-term debt 827.3 453.1 
Principal payments on long-term debt (428.4) (289,9) 
Receipts from interest sensitive insurance products 38.5 25,5 
Return of account balances on interest sensitive 

insurance products (19.2) (24.9) 
Dividends paid (21.6) (22.6) 

Net cash provided by financing activities 
Effect of exchange rate changes on cash 

Net decrtase in cash 
Cash at beginning of period 

Cash at end of period 

279.5 
(0.4) 

(23.9) 
66.4 

$ 42.5 

222.8 
(0.3) 

(16.5) 
29.3 

$ 12.8 



Textron consists of two borrowing groups — the Textron Parent Company 
Borrowing Group (consisting of all entities of Textron other than its finance and 
insurance subsidiaries) and the finance and insurance subsidiaries. The financial 
statements of the Textron Parent Company Borrowing Group as set forth below 
reflect Textron's investment in its finance and insurance subsidiaries on the 
equity basis. 

1 

(Unaudited) (In millions) 

Statement of Income 

Revenues 

(•(Oiffifflinig] iirOMIJl) 

Three Months Ended 

March 30, March 31, 
1991 1990 

$ 1,272.2 $ 1,297.0 

Costs and expenses 
Cost of sales 
Selling and administrative 
Interest expense 

,015.8 
163.0 
62.0 

1,029.3 
168.3 
65.2 

Total costs and expenses 1,240.8 1,262.8 

Equity in pre-tax income of finance and insurance 
subsidiaries 

31.4 

80.9 

34,2 

71,4 

Income before income taxes 
Income taxes 

Net income 

Balance Sheet 

Assets 
Cash 
Receivables - net 
Inventories 
Investments in finance and insurance 

subsidiaries 
Property, plant and equipment - net 
Goodwill 
Other assets 

Total assets 

Liabilities and shareholders' equity 
Accounts payable, income taxes and 

accmed liabilities 
Debt 
Shareholders' equity 

Total liabilities and shareholders' 
equity 

March 30, 
1991 

$ 11.7 
868.7 

1,365.3 

1,762.6 
875.7 
685.2 
621.7 

$ 6,190.9 

$ 1,324.0 
2,147.3 
2,719.6 

$ 6,190.9 

112.3 
45.9 

$ 66.4 

December 29, 
1990 

$ 32.5 
786.3 

1,294.2 

1,729.7 
877.0 
690.1 
608,6 

$ 6,018.4 

$ 1,430,6 
1,925,4 
2,662.4 

$ 6,018.4 

105.6 
39.4 

$ 66.2 

March 31, 
1990 

$ 3.5 
848.9 

1,372.4 

1,754,6 
890,1 
704.7 
598.9 

$6,173.1 

$ 1,356.3 
2,224.6 
2,592.2 

$6,173.1 



(Unaudited) (In millions) Three Months Ended 

Statement of Cash Flows 
March 30, 

1991 
March 31, 

1990 

Cash flows from operating activities: 
Net income 
Adjustments to reconcile net income to net cash used 

by operating activities: 
Undistributed eamings of finance and insurance 

subsidiaries 
Depreciation 
Amortization 
Changes in assets and liabilities: 

Increase in receivables 
Increase in inventories 
Increase in other assets 
Decrease in accounts payable, income taxes 

payable and accmed liabilities 
Other - net 

66.4 $ 66.2 

(35.0) 
39.0 

5.6 

(88.4) 
(71.1) 
(24.0) 

(106.5) 
16.4 

(28.6) 
39.7 

5.5 

(129.6) 
(51.6) 
(34,0) 

(95.7) 
18,0 

Net cash used by operating activities (197.6) (210,1) 

Cash flows from investing activities: 
Purchases of investments 
Proceeds from sales of investments 
Collections on notes receivable 
Capital expenditures 
Proceeds from sales of property, plant and equipment 

(0.9) 
2.7 
0.5 

(32.1) 
2.7 

(0.3) 
3.3 
0.4 

(44.2) 
2.6 

Net cash used by investing activities (27.1) (38.2) 

Cash flows from financing activities: 
Increase (decrease) in short-term debt 
Proceeds from issuance of long-term debt 
Principal payments on long-term debt 
Dividends paid 

(0.1) 
387.5 

(161.7) 
(21.6) 

0.7 
409.7 

(139.7) 
(22.6) 

Net cash provided by financing activities 
Effect of exchange rate changes on cash 

Net decrease in cash 
Cash at beginning of period 

Cash at end of period 

204.1 
(0.2) 

(20.8) 
32.5 

$ 11.7 

248.1 

(0.2) 
3.7 

$ 3.5 
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Textron is a niulti-inclustry company with 
operations in three business sectors-
Aerospace Technology, Conunercial Prod
ucts, and Financial and Other Services. The 
Company is headquartered in Providence, 
Rhode Island and at the end of 1986 had 
approximately 72,000 employees through
out the world. 

On the cover: 

The breakthrough ofthe sun is symbolic of 
Textron's recent reemergence as a conglom
erate. Diversification, asset redeployment 
and strong operations management are 
being emphasized as Textron focttses on 
improving profits and shareholders' 
returns. 

Textron Inc. 
40 Westminster Street 
Providence, Rl 02903 
(401)421-2800 

Highlights 

(Dollars hi niilliiiii.-i rxcrf)! per sliitic. ilala) 1986 1985 
Peicent 
C^liantfe 

Revenues from cont inuing 
operat ions: 

Textron and consoliclalecl 
stib.sicliaries 

Uncoiisoliclatecl finance and 
insurance stibsiciiaries 

Total reventies 

Income: 
Cont inuing operat ions 
Di,scontintiecl operations 
Otber* 

Net income 

Income per c o m m o n share: 
Cont inuing operat ions 
Discontinued operations 
Other* 

Net income 

Average common shares outs tanding 

Book value pe r c o m m o n share 
Re turn on shareholders ' equity 
Debt to total capitalization 
Dividends 
Employees 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

5,023.3 

1,927.6 
6,950.9 

241.6 
4.3 

(6.7) 
239.2 

5.85 
.10 

(.16) 
5.79 

41,282,000 

44.76 
14% 
55% 
1.80 

72,000 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

$ 

4,038.5 

1,682.7 
5.721.2 

180.1 
43.5 
28.2 

251.8 

4.83 
1.1(3 
.7(3 

(3.75 

37,318,000 

39.88 
15% 
49% 
1.80 

5(3,000 

+ 24% 

+ 15% 
+ 21% 

+ 34% 

+ 21% 

*Coifii.sl.s of cxlraonlinaiy A«.v in 1986 and 
exLraoriliinm' gain and cuiiinlal.ivc effect of a 
clian.ire in accon.nling f)iinnf>le in. 1985. 
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To Our Shareholders: 

I am pleased to report that 1986 was 
another year of significant accomplish
ment for Textron. 

In last year's Annual Report we stated 
that our basic mission is to build value 
for our shareholders by achieving 
attractive returns on equity. By aggres
sively managing Textron's resotnxes we 
have made real progress toward achiev
ing this goal. 

Ma/or Achievements in 1986 

We achieved recoixl sales and income 
from continuing operations in 1986. 
Total revenues rose 21% to $7.0 billion 
while income of $241.6 million ($5.85 
per share) was up 34%. Net income was 
$239.2 million ($5.79 per share), com
pared vvith last year's net income of 
$251.8 million ($6.75 per share) which 
included a total of $71.7 million ($1.92 
per share) fiom discontinued opera
tions, an accounting change and an 
extraordinary gain. 

The second significant event of 1986 
was completing the integration of Avco, 
the largest acquisition in the Company's 
history, into Textron. In the prcxess, we 
redeployed about half of Textron's net 
assets into new, attractive businesses, 
including the profitable area of financial 
services. By mid-year 1986, we had 
repaid about 70% ofthe debt incurred 
in the Avco acquisition and by year end 
the rettnn on shareholders' equity had 
improved by 50% from its 1984 level. 

In September we acquired Ex-Cell-O 
Corporation, a diversified company vvith 
annual sales of over $1 billion. Ex-Cell-O 
operates in areas familiar to Textron, 
such as aerospace and automotive com
ponents. Its assimilation is proceeding 
smoothly and rapidly dtie to the similar
ities in operating philosophies and cor
porate cultures. 

Strength Through Diversification 

With Ex-Cell-O now a part of Textron, 
we expect to demonstrate once again 
that the acquisition ot a diversified com
pany, followed by appropriate restruc
turings of operations and the disposition 
of nonstrategic assets, can result in 
strengthened sharehcjider value. 

A parallel but related objective of 
asset repositioning is to maintain the 
balance of our diversification among 
Textron's aeiospace, defense, commer
cial and finance busine,sses. This reduces 
the risks of dependency upon any one 
area of the economy in the event of an 
economic downturn or cyclical swings in 
our markets. This balance proved valu
able in 1986, when the strength of our 
major defense programs and automo
tive businesses offset downturns in Avco 
Financial Services' constmier finance 
and insiuance businesses. 

Ex-Cell-O contributes adcHtional 
balance by enlarging our Aerospace 
Technology and Commercial Products 
sectors. Its strength, particularly in aero
space and defense and automotive 
products, complements Textron's capa
bilities in these areas. We expect that 
Ex-Cell-O's restructuring efforts, begun 
prior to the acquisition, vvill contribute 
to Textron's profitability in 1987, as they 
did in the last three and one-half 
months of 1986. 

Board Changes 

Several changes were made in the Board 
of Directors during 1986. 

My appointment as Chairman became 
effective upon the retirenrent of Rc^bert R 
Straetz in Augtist 1986. Bob served 
Textron and its Homelite Division for 40 
years, starting as a salesman for Home-
lite in 194(3. During his tenure as Chair-

H.F. Dolan 

man, he made many contributions to the 
growth and stability of Textron. We are 
pleased that he will continue to serve as 
a Director. 

Three former Ex-Cell-O Directors were 
elected to serve on Textrc^n's Board. 
They are E. Paul Casey, the former Chief 
Executive Officer of Ex-Cell-O, who has 
become Vice Chairman of Textron, 
Wendell W. Anderson,Jr., Chairman of 
Bundy Coiporation and Martin D. 
Walker, Chairman of M.A. Hanna 
Company. 

Two Directors resigned from Textron's 
Board during the year. Robert P. 
Batmian, Vice Chairman, left to become 
Chairman ofthe Beecham Group in 
England and Daniel B. Burke, President 
of Capital Cities/ABC, stepped down 
because ofthe pre.ss of other business. 

1987 Plans 

As we begin 1987, we have many tasks 
on our agenda. We plan to return to a 
more conservative balance sheet ratio 
of debt-to-capital. This will be accom
plished by the sale of certain assets, as 
well as increasing cash flow from contin
uing operations. We will be competing 
for large, nevv government contracts 
vvhich could help to strengthen 
Textron's financial picture for the 
remainder of this century We continue 
to examine opportunities for further 
expansion of our business through 
product line acquisitions. We also con
tinue to examine large-acquisition 
opportunities while pruning opera
tions which no longer meet our strategic 
reqtiirenrents. 

In short, we approach 1987 with opti
mism and enthusiasm. The success 
achieved through the Avco and 
Ex-Cell-O acquisitions, and subse
quent asset redeployment programs, 
strengthen our determination to realize 
Textron's full potential. 

Dedicated Employees 

On behalf of the Directors I want to 
extend special thanks and congratula
tions to the thousands of dedicated 
employees whose efforts to control costs 
and increase sales and profitability made 
this record year possible. 

B.E Dolan 
Chairman, President and 
Chief Executive Officer 

Februarv 12,1987 



1986: Balanced Diversification 

Percentage of Total Revenues Percentage of Total Operating Income 

1986 (pro forma)* 

1985 

• Aerospace Technology 

Commercial Product's 

• Financial and Other Semices 

*lndudes Ex-Cell-O ii.\ ij lhe f)urchu.se had 
iirrurred iil Ihe beginning of 1986. 

What Wall Street Said Abou t 
Textron In 1986 

"Significantly, during our meetings 
with senior officials, they communicated 
not only a sense of confidence in the 
firm's operating outlook but also the im
pression that the post-Avco-acquisition 
management team has gelled."—/?«/« 
Capoor, Morgan Stanley, May 1986 ($58 
pershare). 

"Ex-Cell-O's aerospace business, piimar-
ily jet engine parts, broadens the scope 
of Textron's Avco Lycoming Division, 
which jiroduces engines and engine 
components. Ex-Cell-O's automotive 
segment greatly expands the fledgling 
auto OEM business of'Iextron's smaller 
automotive plastics supplier, Randall. 
Ex-Cell-O's industrial segment offers 
less of a fit and may be sold, along with 
other lextron divisions, to reduce debt. 
We are pleased with the Ex-Cell-O 
ac(]uisition. Beyond 1987, we believe 
Ex-Cell-O's growth potential will add 
to Textron's earnings."-Lawr^nc? C. 
Baker, E.F. Hutton, August 1986 ($56 
pershare). 

"The acquisition of Ex-Cell-O may, in 
fact, bring increased recognition of 
Textron's undervaluation."—7"/«rt^ H. 
Faison, Interstate Securities, August 1986 
($58'11 per share). 

"For a classic example of how to restruc
ture a conglomerate, look no further 
than the recent acquisition and divesti
ture activity of Rhode Island-based 
Textron Inc. lextron has made two 
billion-dollar acquisitions in the past two 
years and has spun off some 13 tmits, 
with more in the pipeline. In the pro
cess, Textron has become better focused 
and has experienced the best financial 
results in its Yii^ioryr- Merger Mauage-
ment Report, October 1986 ($60 per .share). 

"For almost two years now, the major 
thrust of Textron has been making 
deals. That period has witnessed two 
major purchases-Avco and Ex-Cell-O 
as well as smaller divestitures in a num
ber sufficient to pay for the original 
Avco purchase. The strategy can be 
simimarized pithily as 'Buy wholesale 
sell retail.' Thus far, management has 
executed its game plan with remarkable 
success."-Jo/t?; Adams, Adams, Harkness ^ 
Hill, November 1986 ($60'h pershare). 

"Textron shares are likely to outpace 
the market in the year-ahead period. In 
addition, though the shares have been 
strong of late, and we don't look for the 
P/E to expand beyond 11 in the 1989-91 
period, they still possess above average 
appreciation potential to decade's end, 
due in part to management's ability 
to succeed in enhancing Textron's earn
ings power through acquisitions and 
divestitures."-yr/^i HainsIMorton L. Siegel, 
Value Line Investment Survey, November 
1986 ($68 per share). 

"Revenue growth should continue 
through 1987, led by gains in the aero
space technology segment and the inclu
sion of Ex-Cell-O Corporation for the 
full year. High debt costs associated with 
the Ex-Cell-O acquisition will limit earn
ing progress in 1987, btit future earn
ings could benefit from a reduction of 
long-term debt, divestiture of lower-
margin businesses, and lower income 
tax rates." - Standaid and Poor's Corp., 
December 1986 ($66 per share). 



7555 Operations Review 

Aerospace Technology 

Summarized financial data (in millions) 
for this sector's continuing operations 
are as follows: 

1986 1985 

Sales: 
Helicopters 
Propulsion 
Systems 

$1,098 
1,044 
1,444 

$ 855 
827 

1,058 

$3,586 f2,740 

Operating profits: 
Helicopters $ 71 $ 60 
Propulsion 96 78 
Systems 100 65 

$ 267 203 

Textron substantially strengthened its 
position within aerospace and defense 
in 1986, and set new highs for sales and 
profits. This sector accounted for 51 % 
of Textron's total revenues and 41% of 
its total operating profits in 1986. Con
tributing to this growth were several 
major military programs, in partictilar 
the B-IB bomber and the Peacekeeper 
(MX) missile, which reached full prodtic
tion ciuring the yean Textron produces 
wings for the B-IB and the reentry vehi
cle and system for the Peacekeeper In 
addition, Textron's acquisition of 
Ex-Cell-O added their sizable aerospace 
business. 

Textron was among the leading defense 
contractors in 1986. Sales to the U.S. 
Government accounted for $2.7 billion, 
or 38% of Textron's total reventies. The 

Textron's Avco Aerostruc
tures Division produces 
wings for the B-IB long-
range combat aircraft. The 
wing is unique in its ability 
to be swept back to enable 
the aircraft to achieve top 
speed. The pivot lug hole, 
where the wing joins with 
the fuselage, is bored to 
within two thousandths of 
an inch. 



Company has consistently demonstrated 
its commitment to U.S. national security 
by applying its technological and finan
cial resources to a variety of strategic and 
tactical weapons programs. Textron's 
strategy within this sector is to maintain 
diversification among government pro
curement programs. Balance is sought 
by serving each of the armed services 
and by maintaining a mix of current 
production programs and long-term 
developmental programs. 

The Aerospace Technology revievv, 
which follows, describes some ofthe 
principal programs, both commercial 
and government, in which Textron 
is involved. 

Helicopters 

The Helicopters segment consists ofthe 
worldwide activities of Bell Heliccjpter 
Textron, ĉ ne of the leading producers 
of commercial and military helicopters 
in the free world. 

Bell Helicopter's sales in 1986 exceeded 
$1 billion for the first time in its history, 
due to higher voltime in U.S. Govern
ment development programs. Operat
ing profit rose sharply to $71 million. 
Sales to the U.S. Government accounted 
for more than half of Bell's total sales, 
while sales in Bell's international market
place amounted to nearly one-third of 
its total sales. Its international business 
includes co-production programs vvith 
Indonesia, Turkey and Japan. 

Bell received a number of major coiir 
tracts in 1986. The U.S. Navy awarded 
the Bell-Boeing team a $1.7 billion fixed 
price contract for the full-scale develop-

Bell LongRanger 
commercial 
helicopter 

ment of die V-22 Osprey tilt rotor air
craft. The work content and revenues 
will be shared between the two com
panies. The first flight of the V-22 is 
scheduled for 1988, with production 
beginning late in 1991. The develop
ment program cotild lead to the produc
tion of more than 900 aircraft and is one 
ofthe most important in which Bell has 
been involved. In addition, tilt rotor air
craft are expected to play a significant 
role in international civilian air trans
portation beginning in the mid 1990s. 

Bell also was awarded contracts for 
additional aircraft and long lead items 
for the Army Helicopter Improvement 
Program. The AH IP program cjriginally 
called for niodification of several hun
dred exisfing OH-58A Scotit helicopters 
to an advanced configuration. Btidget 
restrictions in the U.S. Army procure
ment plans, however, may liniit the Scout 
program to approximately 130 air
craft now under contract through 1987. 
Bell also has contracts for AH-IW twin 
engine SuperCrjbras for the Marine 

Avco Lycoming gas 
turbine engine 

Bell Helicopter Textron 
personnel inspect a model 
ofthe Bell-Boeing V-22 
Osprey tilt rotor aircraft, 
which is currently in full-
scale development. The V-22 
will combine the speed, 
range and altitude of a fixed 
wing turboprop aircraft 
with the hovering and ver
tical takeoff and landing 
capabilities of a helicopter. 

Avco Lycoming 
engine for commer
cial aircraft 



Textron's Avco Lycoming 
Stratford and Avco Aero
structures divisions pro
duce the ALF 502 turbofan 
engines and wings, respec
tively, for British Aero
space's BAe-146 commercial 
jetliner. The four engine 
aircraft is well suited to 
service smaller airports 
and metropolitan areas. 

such as in California, 
where noise abatement and 
air pollution requirements 
are particularly stringent. 
Approximately 60 aircraft 
are now in service with 12 
airlines worldwide, and 
another 40 aircraft are 
on order or option. 

Corps. First deliveries ofthe SuperCo-
bra, an advanced version ofthe Marines' 
anti-armor helicopter gunship, were 
made in 1986. 

Dtiring the year Bell completed the 
transfer of production of its JetRanger 
and LongRanger commercial helicop
ters to its facility in Mirabel, Quebec. 
The move makes space in Bell's Texas 
facility available for V-22 work, while 
better utilizing the new plant in Canada. 

Bell Helicopter and McDonnell Douglas 
will cooperate as a team in the competi
tion for the contracts for the Army's new 
LHX light helicopter program. Mem
bers ofthe winning teams for both the 
V-22 and LHX will compete with each 
other for production contracts. 

Propulsion 

This segment includes Textron's Avco 
Lycoming engine businesses in Strat
ford, Connecticut and Williamsport, 
Pennsylvania. Also included are three 
Ex-Cell-O divisions: Aircraft Engine 
Components, Airfoil Textron and Fuel 
Systems Textron. The addition ofthe 
Ex-Cell-O components business comple
ments Avco Lycoming's strength in 
engines. 

Avco Lycoming Stratford's sales rose 
due to the increased output of engines 
for aircraft and Ml tanks and spare 
parts. The resulting increase in profits 
was pardally offset by higher spending 
on the development ofthe T800 engine 
for the LHX helicopter program. 

About half of the Stratford Division's 
1986 sales were from production ofthe 
AGT 1500 turbine engine for the U.S. 
Army's MI tank. The remainder of 
Stratford's sales were spare parts.jet 
engines for British Aerospace's BAe-146 
commuter aircraft, engines for military 
and commercial helicopters, and for air 
cushion landing craft produced by 
Textron Marine Systems. New customer 
support centers have been opened, 
including an office in Beijing, China, to 
foster relations and provide support for 
engines installed on China's BAe-146 
aircraft. 

In 1986, as part of their teaming 
arrangement for the U.S. Army's LHX 
engine production competition, Avco 
Lycoming Stratford and Pratt & Whit
ney successfully tested their first T800, a 
1200 horsepower turboshaft engine, to 
power the LHX helicopter In 1985 the 
team received a $240 million, five-year 
developnient contract from the Army 
for the T800. The LHX helicopter 
developnient program is expected to 
mature in the late 1980s, with produc
tion of 10,000 engines by the winning 
team members scheduled to begin in the 
mid 1990s. 

Aircraft Engine 
Components jet 
engine frame 

Airfoil jet engine fan 
blades 

Fuel Systems after
burner spray ring 

10 
11 



Stratford is currently negotiating with 
die Army for a four-year, $1.5 billion 
contract for MI tank engines. Previously, 
contracts with the Army were awarded 
to the division yearly. 

The Avco Lycoming Williamsport unit's 
results reflected the depressed general 
aviation market and sharply higher 
product liability insurance expense. As a 
result ofthe poor prospects for a major 
recovery in the market, an agreenient 
with John Deere Technologies, Inc. tcj 
develop a rotary engine for general avia
tion was terminated. Sales of engine 
parts continue to grow and will be the 
focus of Williamsport's efforts in 1987. 
A reciprocating engine overhatil facility 
was started to serve the demands of this 
glowing market. 

Airfoil Textron is the largest indepen
dent manufacturer of aircraft gas tur
bine ccjmpressor blades and vanes in the 
U.S. Highlighting the year for Airfoil 
vvas the accjuisition of TRW's Compres
sor Components Division which 
increased market share and broadened 
Airfoil's custcjiner and technolosjical 
base. In 1986 the Airfoil Divisic^n 
received nevv contracts for compressor 
blades and fan blades for two large U.S. 
military engine progranis. 

Aircraft Engine Components consists 
of three operaticjns: Atlantic Aerospace, 
the largest independent prodticer of 

discs and hubs; Babco,a producer of 
cases and frames; and Norwood 
Precision Products, a manufacturer of 
gears for the aircraft industry. During
the year Babco expanded significandy 
vvith the opening of a nevv plant. 

Fuel Systems Textron has manufactured 
fuel systeni components since the intro
duction ofthe aircraft gas turbine 
engine. Today its components are tised 
by nearly all ofthe major engine manu
facturers, including Textron's Avco 
Lycoming operations. 

Systems 

This segment is comprised of divisions 
which provide a broad range of high 
technology prociucts inckiding systems, 
subsystems, components and services to 
the U.S. Government and commercial 
customers. Divisions in this segment are 
invcjived in many ofthe major weapons 
programs, such as the Peacekeeper 
(MX) missile, B-IB and C-5 airciaft, Ml 
tank and air cushion landing craft. This 

Avco Aerostructures 
wing assemblies 

Bell Aerospace satel
lite communications 
antenna 

Cadillac Gage light 
tank 

The U.S. Army's Ml tank 
utilizes products from two 
Textron divisions: Avco 
Lycoming Stratford 
produces the powerful AGT 
1500 gas turbine engine for 
the Ml , which accelerates 
the 60-ton tank from 0 to 
20 miles per hour in six sec
onds; Cadillac Gage makes 
the weapon/turret stabiliza
tion system, which totally 
isolates the gun platform 
from the disorienting 
effects ofthe tank's move
ment over rough terrain. 

12 



Bell Aerospace Textron is a 
leader in the development 
and production of precision 
inertial measurement sys
tems, including the gravity 
gradiometers shown here. 
Such systems measure the 
magnitude and direction of 
gravitational forces near 
the earth's surface from 
moving ships. These precise 
measurements allow major 
improvement in naviga
tional accuracy. 

segment also has a research role in the 
Strategic Defense Initiative (SDI), and is 
developing an array of anti-armor and 
airfield cratering "Smart" weapons. 

Avco Aerostrticttires' higher sales and 
income in 1986 reflected accelerated 
wing deliveries for the B-IB and C-5B 
aircraft programs which reached peak 
production levels during the year 
Aerostructures is currently competing 
for a subcontract to build major wing 
components for the McDonnell Douglas 
C-17 Airlifter The U.S. Air Force plans 
to build more than 200 C-17 cargo 
planes with preliminary work commenc
ing in 1988. 

Commercially, the division stipplies 
wings to British Aerospace for its 
BAe-146 aircraft which has good pros
pects for increased sales to commercial 
airlines in the U.S. and overseas. The 
division's Gulfstream IV commercial 
wing program will extend into the next 
decade. 

Bell Aerospace's marine and air cushion 
technology business was made into the 
Textron Marine Systems Division in 1986. 
The separation should support con
trolled growth within each of the divi
sions by increasing managements' focus 
on their respective markets. 

Bell Aerospace's reniaining products are 
inertial measurement gravity sensing 
systems, automatic carrier aircraft land
ing systems and extra high frequency 
communication antennas. It also 
produces prepackaged liquid rocket 
propulsion prodticts and is involved in 
advanced developnient programs for 
the defense market. 

Textron Marine Systems' major pro
gram is the Landing Craft Air Cushion 
(LCAC), which is built for Marine Corps 
amphibious operations. The division 
currently has a contract to produce 14 
LCACs with options to build two more. 
The previously contracted Minesweeper/ 
Hunter program has been restructured 
by the Navy in favor of a more conven
tional design, and all contract work has 
been completed by the division. 

Cadillac Gage Textron, an Ex-Cell-O 
unit, has two principal product lines: 
control systems, which benefited in 1986 
from increased shipments to an overseas 
tank manufacturer, and combat vehicles, 
an area which slumped due to a decline 
in foreign demand. Control systeni pio-
granis in 1986 included turret drive and 
stabilization systems for the MI tank and 

H R Textron 
servoactuator 

Textron Marine Sys
tems LCAC air cush
ion craft 
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the C o m m a n d o combat vehicles. During 
the year the division made the first large 
sale of its Scout vehicle and received a 
contract from the U.S. Marine Corps for 
turrets. Cadillac Gage also conducted 
tests on its new Sungray light tank and is 
participafing in the development of a 
robotic combat vehicle. 

HR Textron experienced higher sales of 
ftiel and pneumatic prociucts, aerospace 
filters and automated test ec]uipment. 
HR obtained important contracts in 
1986 for servovalves and flight control 
actuatfjrs. 

Avco Research Laboratory's programs 
are largely for the Depar tment of 
Defense. At the same time, its mission is 
to pursue development contracts that 
have potenual for other Textron divi
sions. It is conducting research on 
ground-based and airborne strategic 
lasers. T h e division's sensor technology 
supports the tactical and strategic busi
ness of the Avco Systems Division by 
focusing on target detection and identifi
cation. It also operates the U.S. Air Force 
space tracking facility in Maui, Hawaii. 

Avco Specialty Materials' higher sales in 
1986 reflected increased boron business 
relating to the B-IB program, increases 
in metal matrix composite progranis 
and the addition of a carbon prociucts 
line. T h e division completed a silicon 
carbide pilot plant, enlarged its boron 
facility and improved its Chartek fire 
protection material. 

Avco Systems' recorci sales and operat ing 
profit in 1986 reflected the acceleration 
to full production o f the Peacekeeper 
(MX) missile reentry system and Mark 
21 reentry vehicles, which together 
accounted for approximately 75% o f the 
division's business. To date. Systems has 
received over $1 billic^n from the U.S. 
Air Force to develop, test and produce 
Peacekeeper systems. Other Depart
ment of Defense work included full-
scale development o f the Sensor Fuzed 
Weapon, a "Smart" anti-armor mtinition, 
and production of fuze sets for the 
Pershing II missile. 

H R Textron's "Flatpack" 
flight control actuator was 
designed flat to fit within 
the thin wings of new gen
eration aircraft. "Flatpack" 
is capable of operating at 
twice the pressure per square 
inch of current military air
craft hydraulic systems. 

Avco Research Labo
ratory electro-optical 
study 

Avco Specialty Mate
rials fiber for com
posite materials 

Avco Systems ICBM 
reentry system and 
vehicle 
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Commercial Products 

Summaiized financial data (inmillions) 
for this sector's continuing operadons 
are as follows: 

1986 1985 
Sales $1,365 $1,232 

Opera t ing profits $ 134 92 

Commercial Products accounted for 
20% of Textron's total revenues and 
20% of its total operating profits in 
1986. This sector supplies components 
to the automotive OEM market; fasten
ers, tools and components to a variety 
of industrial markets; outdoor power 
equipment to consumer, commercial 
and industnal markets, and specialty 
consumer products. 

Textron's outdoor power equipment 
business is comprised of E-Z-Go, the 
leading mantifacturer of golf cars for 
the fleet market; Homelite, a major pro
ducer of chain saws, and Jacobsen Turf, 
a leader in niaintenance equipment for 
large turf areas. 

E-Z-Go's sales and profit reached nevv 
highs in 1986. E-Z-Go's major progranis 
are directed at maintaining its leader
ship position in the golf car fleet market, 
while increasing market share in the 
individual, turf, industrial, utility and 
commercial markets. 

Homelite's improvement in 1986 vvas 
due to new management's success in 
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E-Z-Go golf cars are shown 
at Castle Pines Golf Club, 
Castle Rock, Colorado, site 
ofthe "International" golf 
tournament. Textron is a 
major sponsor ofthe event 
and E-Z-Go and Jacobsen 
Turf equipment is used 
extensively at the club. 
E-Z-Go is the leader in the 
fleet golf car market and is 
increasing its share in the 
turf, industrial and com
mercial utility markets. 
Jacobsen is a leading man
ufacturer of golf course 
mowing equipment and has 
a growing share ofthe com
mercial turf care market. 
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reducing inventories and improving 
manufacttiring efficiencies. T h e division 
continued to move aggressively to 
expand market share in the gasoline 
grass trimmer, construction and lawn 
care product lines. In 1986 Homelite 
introduced 28 new products, vvith 
numerous common components and 
engineering features, in gasoline and 
electric tr immers, generators, lawn 
mowers, lawn and garden tractors, 
snow throwers and chain saws. 

Jacobsen Ttirfs sales and operat ing 
profit rose. |acobsen's riding golf 
greens mowers and Ttirfcat riding 
rotary mowers accounted for a major 
portion of total sales. In 1986 the 
divisioii introduced the first diesel 
powered greens mower in the industry. 
In addition, the Turf Groomer was 
added tcj the product accessories avail
able on Greens King mowers. 

Textron's atitomotive business was 
strengthened significantly by the addi
tion of Ex-Cell-O's Davidson and 
McCord Winn operations. Textron's 
sales to the atitomotive companies in 
1986, if Ex-Cell-O had been included 
for the full year, would have amounted 
to approximately $600 million or about 
$48 on the average for each North 
American-built car and light truck. 
Textron's automotive products include 
engine casfings, camshafts, fasteners, and 
a variety of plastic and metal interior 
and exterior components. 

E-Z-Go utility 
vehicle 

CWC Castings had higher profit on 
slightly lower sales volume. T h e gain was 
attributed to increased operafing effi
ciencies and improvements in product 
mix. Camshaft sales, whicli account tor 
about half fjt CWC's btisiness, were 
strong through the tirst half of 1986 but 
weakened due to slowing demand in the 
automotive industry. T h e division's block 
and head btisiness vvas hur t by tbreign 
competifioii. To increase elliciency 
CWC has completed the consolidation 
of its block and head operations into one 
manufacturing facility in Columbus, 
Indiana. 

Homelite-Jacobsen 
lawn mower 

An employee at Textron's 
Davidson Exterior Trim 
Division inspects painted 
plastic fascia prior to ship
ment. Textron, with the 
acquisition of Ex-Cell-O, 
has become a major sup
plier of metal and plastic 
trim and other components 
to U.S. automotive 
companies. 

Jacobsen turf care 
equipment 

21 



Automobile wheel covers, 
in many shapes and sizes, 
are a major product line of 
Textron's Randall Division. 
Such wheel ornamentation— 
some 12 million units a 
year —include simple and 
complex wheel covers, wire 
wheel covers, trim rings 
and hub caps. 

CWC Castings auto
motive camshafts 

Davidson Instrument Panel Textron is 
the largest ofthe three Davidson divi
sions. Its growth in 1986 resulted from 
new progranis for General Motors, 
Chrysler and Ford. Like its sister divi
sions. Davidson Instrument Panel is 
making progress in establishing 
stronger reladonships with its automo
tive customers. An example ofthis is its 
advanced engineering involvement in 
instrument panels for GM vehicles, 
including a van with an all-plastic body 
slated for introduction in 1990. 

Davidson Exterior Trim Textron 
received several contracts in 1986, the 
most important of whicli vvas for the 
Chrysler "H" car front and rear fascia 
for 1990. The award marks the first time 
Chrysler has awarded a fascia program 
to one supplier This "design and build" 

Davidson automotive 
products 
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contract is consistent with Textron's strat
egy of building prime-supplier relation
ships with automotive manufacturers. 

Davidson Interior Trim Textron's 
results have been depressed for the past 
two years by the start-up of its Athens, 
Tennessee plant and reduced demand 
for certain models of GM cars. New, 
high-volume business from Ford, how
ever, provides for Interior Trim's contin
ued piesence in the luxury car market 
through 1995. The division provides 
interior components to original equip
ment manufacturers and to Davidson 
Instrument Panel. 

McCord Winn Textron experienced 
growth in sales of fuel pump armatures, 
and air pumps and switches introduced 
in 1985. Nevv horn pad business was 
received from Oldsinobile for 1987 
delivery. New product developnient 
work includes a window lift assembly 
and a high pressure air pump for auto
motive seats. 

Randall had another strong year in 
1986, particularly in its wheel trim prod
ucts line which was accjuired from Rock
well International in 1985. The division's 
other major businesses, tubular steel 
products, metal stampings and plastics, 
were at or near the prior year's high 
levels. Randall's decorative and func
tional parts are sold to automotive and 
appliance markets. 

McCord Winn auto
motive products 
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Machine design expertise 
at Textron's Cherry Divi
sion includes the ability to 
modify existing automatic 
riveting equipment to 
accept CherryMAX blind 
rivet tooling packages. 
Such adaptation results in 
higher production rates 
and lower costs for Cherry's 
aerospace and commercial 
customers, enhancing 
Cherry's reputation as a 
technological leader in 
aerospace fasteners. 

Textron has a major position in the 
engineered fasteners industry. Three 
divisions—Canicar, Cherry and 
Townsend —produce a broad range of 
fasteners and fastening systems for 
aerospace, commercial, industrial and 
automotive aj^plicafions. 

Canicar reported higher sales and 
operating profit in 1986, with Syntek 
Component Prociucts, its newest unit, 
contributing to the improved results. 
Syntek is expected to expand Camcar's 
capabilities and open new market 
ojaportunifies. It supplies a variety oi 
completed assemblies, including those 
trsecl in a composite headlamp. It also is 
developing prototype assemblies which 
combine cold-formed Canicar parts 
with plastic, metal-stamped and rtibber 
components. 

Cherry had recorci results clue to the 
introduction of new products and 
increased sales to the aerospace indus
try. Along with blind fasteners, its prin
cipal product. Cherry designs and 
manufactures locknut and installation 
tools. Cherry continues to develop pro
prietary products for both aerospace 
and commercial applications and is a 
leader in the development of automatic 
and robotic blind fastening systems. 

Townsend's improved results reflected 
the first full year of operations following 
the relocation of plant facilities. New 
product developnient in fastening sys
tems, sales of automated installafion 
machinery and long-term agreements to 
su]3ply producers of auto/truck suspen
sion systems were major contributors 
to results. 

The other industrial products and ser
vices are machine tools, proprietary 
industrial components, tools for use by 
electrical contractors and contract man
ufacturing of electronic components. 

Contractor Tool and Equipment 
Textron has two ojjerations: Greenlee 
Tool Company prodtices and markets a 
broad range ot tools and equipment for 
electrical contractors; Forest City 
Tool manufactures tools and equipment 
for the woodworking markets. For both, 
1986 vvas a good year 

Randall plastic and 
metal trim 

Camcar proprietary 
fasteners and system 

Cherry aerospace 
and commercial 
fasteners 

Townsend custom 
cold-formed parts 
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Ex-Cell-O European Machine Tool had 
a modest profit in 1986. A strong back
log and better pricing promise a much 
improved oudook for 1987. The division 
has operations in West Germany and 
England which produce state-of-the-art 
metal cutting machine tools and flexible 
manufacturing systems. The Ex-Cell-O 
North American Machine Tool Division 
experienced improvements in each of its 
major businesses in 1986. 

Avco Electronics' business of commercial 
contract manufacturing was adversely 
affected by the slump in electronics and 
computers. Contracts with new custom
ers in 1986, however, provide a good 
basis for future growth. 

The three specialty consumer products 
divisions—Gorham, Sheaffer Eaton and 
Speidel —have a reputation for quality 
in their respective markets, as well as 
long-established brand recognition in 
products ranging from tableware and 
watchbands to pens and stationery. 

Textron has decided to dispose of its 
Gorham Division. Gorham's results for 
1986 have been reflected in the consoli
dated statement of inconie as a discon
tinued operation. 

Sheaffer Eaton's sales and profit 
increased in 1986. Growth from the 
overseas markets and the domestic suc
cess of Sheaffer's fashion jaens and 
writing instrument showcase programs, 
were the principal reasons for these 
gains. Its At-A-Glance and Duo-Tang 
products condnued to lead U.S. com
mercial markets. 

Speidel's sales declined slightly because 
of lower watch sales and reduced 
OEM volume, while operating profit 
remained at the 1985 level. Speidel's 
newest product line, the Euroflex watch 
bracelet, provides high fashion Euro
pean appearance in a comfortable 
expansion band, which serves as an 
appropriate replacement product for 
most upscale designer watches. 

Fashion colors for Sheaffer 
writing instruments and 
At-A-Glance record books 
exemplify the distinctive 
appearance and quality 
workmanship ofthe dozens 
of different types of prod
ucts manufactured by 
Textron's Sheaffer Eaton 
Division. Sheaffer Eaton 
also produces Eaton sta
tionery and DuO'Tang 
report covers. Qiiality, 
design and the innovative 
use of color in both its writ
ing instruments and record 
books, have given the divi
sion worldwide brand 
recognition. 

Contractor Tool and 
Equipment sheet metal 
punches 

Ex-Cell-O machine 
tool system 

Avco Electronics 
computer 
subassemblies 

Sheaffer Eaton writ
ing instruments 

Speidel Euroflex 
watch bracelets 
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Financial and Other Services 

Stimmarized financial data (in mill.ion.s) 
are as follows: 

1986 1985 

Revenues: 
Finance 
insurance 
Management 

Services 

Operating Profits: 
Finance 
Insuiance 
Management 

Services 

$ 905 
1,023 

72 

$2,000 

$ 128 
96 

32 

$ 256 

$ 

$1 

% 

% 

843 
840 

66 

,749 

142 
71 

40 

253 

This sector is comprised of Avco Finan
cial Services and Textron Financial Cor
poration in the Finance segment, Avco 
Insurance Services/Balboa Life and 
Casualty and the Paul Revere Insurance 
Grou]3 in the Insurance segment and 
Avco Management Services in the 
Management Services segment. The 
Financial and Other Services sector 
represented 29% and 39%, respectively, 
of Textron's total 1986 revenues and 
operating profits. 

Finance 
Avco Financial Services' (AFS) con
sumer finance operation recorded 
higher revenues in 1986, while profit 
declined clue to a rise in net credit 
losses as a percentage of average net 
receivables. The higher charge-offs 
were the result of both a change in 
receivable mix to a greater emphasis on 
unsecured loans and the relatively high 
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Avco Financial Services 
continues to offer its con
sumer loan customers a 
high level of personal ser
vice. With nearly $3.3 
billion of outstanding 
receivables, it is one ofthe 
largest loan companies in 
both the United States and 
Canada. 
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Providing outstanding claim 
service is a goal shared by 
the medical, claims process
ing, marketing and other 
staff functions at Paul 
Revere Insurance Group. 
Paul Revere is the North 
American leader in long-
term, noncancellable dis

ability income insurance, 
marketed primarily to busi
ness owners and profession
als. Duriyig 1986 Paul 
Revere invested millions of 
dollars to upgrade its cen
tral computer facility and 
technology, including exten
sive office automation. 

Avco Financial Ser
vices consumer 
financing 

Textron Financial 
Corporation com
mercial financing 

Avco Insurance Ser
vices credit life 

Paul Revere disabil
ity income insurance 

level of debt-to-disposable income that 
has been assumed by consumers over 
the past several years. 

As part of its decision to focus on its core 
businesses of making consumer loans 
and purchasing retail installment con
tracts, AFS sold its Diversified Sales 
portfolio and its Japanese subsidiary 
in 1986. 

Textron Financial Corpoiation (TFC) 
reached a new milestone in 1986 with 
receivables exceeding $1 billion for the 
first time. During the year a significant 
shift in busitiess strategy was begun, 
whicli will emphasize lending rather 
than tax-based leasing. This change, 
which was prompted by changes in the 
federal inconie tax laws, did not alter the 
strong growth in volume of new busi
ness in 1986. Ex-Cell-O Credit Corpora
fion, a sniall, captive finance company, 
was consolidated into TFC near year-
end. TFC's capfive business, related to 
financing the sale of Textron products, 
continues to decline as a percent of total 
activity. 

Insurance 
Avco Insurance Services/Balboa Life 
and Casualty's profit declined clue in 
large part to U.S. casualty underwriting 
losses, restilting from a previously 
underpriced auto insurance line sold 
through managing general agents. This 
marketing channel is being greatly 
reduced. Within the insurance segment, 
the AFS loan customer has been identi-

Avco Management 
Services airport 
operation and 
maintenance 

fied as the primary target for various 
insinance prociucts, such as credit life 
and disability, involuntary unemploy
ment, family term life, accidental death, 
and automobile and homeowners insur
ance lines. 

The Paul Revere Insurance Group 
experienced record growth in revenues 
and profit in 1986. These gains were 
due to the division's strength in the indi
vidual disability income line of business 
in the U.S. and in Canada. An increase 
in capital gains contributed significantly 
to income. A strong service orientation 
and new product development have 
made Paul Revere's disability income 
insurance the industry standard. Reve
nues from the division's other principal 
product lines, including group insur
ance and annuities, also improved. 
Emphasis on customer service is evi
denced by the niaintenance of a quality 
product portfolio, an outstanding claims 
process and a flexible underwriting 
approach. Technological investments in 
1986 were directed to further improve
ment in customer service. 

Management Services 
Avco Management Services' results 
exceeded expectations as a result of 
favorable contract adjustments. Follow
ing a restructuring ofthe division on 
January 1,1986, the domestic operations 
of Avco Management Services were 
merged with Bell Technical Operations 
for administrative purposes and this 
unit is being sold. The Saudi Arabian 
business, which includes providing 
maintenance for four civilian airports, 
will confinue to operate under the name 
of Avco Overseas Services Corporation 
as it phases out. 
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Textron I n The C o m m u n i t y 

Textron employees are encouraged to 
be actively involved members ofthe 
communities in which they live and 
work. Whether it is delivering meals to 
elderly shut-ins, helping needy families, 
.serving as Junior Achievement consul
tants, or being involved in employment 
and training programs for minorities or 
the handicajaped, Textron volunteers 
devote thousands of hotirs of their time 
annually to helping others. 

For example, Avco Electronics is deeply 
involved in the FAST (Future Assets 
Student Talent) Program which helps 
handicapped teenagers prepare them
selves for college or entry into the work 
force. HR Textron is in its ninth year as 
an "Adopt-A-School" sponsor, and Avco 
Aerostructures sponsors both "Adojit-
A-School" and "AdojDt-A-House," the 
latter being an employee effort to reno
vate housing in the local community. 
Avco Specialty Materials works vvith 
referral services to assist women and 
Southeast Asians entering the vvcjrk 
force. Camcar sponsors a fastener tech
nology education program fĉ r minori
ties, women and the handicapped. 
Paul Revere has tormulated a child care 
pilot program in conjunction with a |3ro-
tessional child care resource. Textron 
employees participate in Savings Bond 
and blood donor drives and serve as offi
cers and directors ofthe YMCA, Girl 
Scouts and Boy Scouts, the Chamber of 
Commerce, area hospitals and institu
tions of higher education. Employees 
also }5articipate individually in the local 
political process. 

Division and Corjaorate office employ
ees are generous in their financial sup
port of charities, giving millions of 
dollars annually to local timd raising 
drives, such as the United Way. They 
frequently take leadership roles in stich 
drives. Bell Helicopter Textron, through 
its Humanities Ftind, donated more 
than $1 million to Dallas/Ft. Worth area 
charitable organizations in 1986. They 

also formed a Community Involvement 
Team to aid non-profit organizations 
with their community projects. 

Financial Support Program 
Through the Textron Charitable Trtist, 
the Company provides substantial 
financial support to numerous cultural, 
edticational and htinian service oreani-
zations. The major jDortion ofthe funds 
are given in the commtinities where 
Textron jalants are located. Additionally, 
the Trust matches employees' and direc
tors' gilts on a $2 lor $1 basis tor cultural 
and educational insfitutions and a $1 for 
$1 basis for hospitals. Also, through the 
Trtist, approximately 120 children of 
Textron emj^loyees received financial 
assistance vvith their education in 1986 
throtigh Merit and Sponsored Scholar-
shijD programs. 

In 1986 Textron made a $1 million con
tribution from the Ex-Cell-O Corjjora-
tioii Foundation to the tinrestricted 
endowment ofthe Community Founda
tion for Southeastern Michigan. The 
Community Foundation serves a seven-
county area, making grants to innovative 
projects in education, health, cultural, 
social and human service etforts. 

Employee Support Programs 
Textron continties to offer training and 
educafional opjaortunities for its em
ployees. These opportunities range from 
on-site seminars, vvhich enhance job 
perffjrmance to tuition reimbursement 
for degree studies at local colleges. 

Textron provides its eiii|:)loyees vvith 
many op]3ortunities to take part in "well
ness" programs whicli are designed to 
help prevent illness by encouraging 
changes in habits and lifestyles. These 
include stress and weight reduction, 
smoking cessation, blood pressure screen
ing and nutrition awareness j^rograms. 

As part cjt Textron's Employee Assis
tance Program workers are helped 
through indejaendent referral to deal 
with alcohol and drug abtise, marriage 
and family problems, emotional prob
lems and financial ditficulties. Such 
assistance is voluntary and confidenfial. 

Employees at Avco Aero
structures, including Divi
sion President John Kle-
ban(r), volunteer their time 
atid labor to the City of 
Nashville's "Adopt-A-
House" property rehabili
tation program. This 
unique, four-year-old pro
gram has helped over 110 
needy homeowners through 
interior and exterior 
improvement projects, 
including painting and 
light repairs. 
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Textron Division and Product Directory 

lllfii'l 

Helicopters 

Propulsion 

Systems 

Bell Helicopter Textron Inc. 
PO. Box482 
Ft. Worth, TX 76101 
(817)280-2011 
Leonard M. Horner, 
President 

Avco Lycoming Stratford 
550 South Main Street 
Stratford, CT 06497 
(203)385-2000 
John R. Myers, 
President 

Avco Lycoming 
Williamsport 
652 Oliver Street 
Williamsport, PA 17701 
(717)323-6181 
Philip R. Boob, 
Vice President and 
General Manager 

Aircraft Engine 
Components 
PO. Box 11906 
Newington, CT 06111 
(203) 666-4601 
A. Arthur Weigel, 
President 

Airfoil Textron 
PO. Box 1085 
Lima, OH 45802 
(419)228-3302 
Edward J. Breznyak, 
President 

Fuel Systems Textron 
700 N. Centennial 
Zeeland, M l 49464 
(616) 772-9171 
William G. Paterson, 
President 

Avco Aerostructures 
PO. Box210 
Nashville, TN 37202 
(615)361-2000 
John S. Kleban, 
President 

Bell Aerospace Textron 
P.O. Box One 
Buffalo, NY 14240 
(716)297-1000 
Robert A. Norli ng. 
President 

Aerospace Technology 

Rell Helicopter lextron produces helicopters and spare parts for 
the U.S. Government, foreign governments and civilian niaikcls and 
is teamed with Boeing in the development ol lhe U.S. Navy's V-22 
Osprey tilt rotor aircraft. Bell has helicopter toproduction progranis 
in Japan, Indonesia and Turkey and large aller-market sales of techni
cal training and logistics sup|)ori. 

Avco LycomingSliatfbid manufactures gas turbine engines for the 
U.S. Army's M1 tank, military and commercial helicopteis,conmiercial 
aiicrafl and marine vehicles. New engine .sales are made to airframe 
and vehicle mannfacturers or to the U.S. Governmenl. Spate parts 
and .services are ptovided through the division's customer (operations 
organization and a worldwide network of service centers. 

Avco Lycoming Williamsport produces vcciiJiocaling and small gas 
lurhine engines for general aviation fixed-wing airci afl and helicop
ters. Spare parts sales and engine overhaul are a growing part of its 
busine.ss. New engine models are .sold directly to airframe manufac-
tiiiers. Replacement engines and parts are sold to airciatt owners 
through a worldwide distribution network. 

Aircraft Engine Componenis manufactures to customer design, gas 
turbine engine componeiUs such as discs, hubs, ca,ses, frames and pre
cision gears for engine producers and the spares mat ket. The divi
sion's products are marketed through direct accounts managers and 
sales managers. 

Airfoil Textron produces titanium and superalloy compi'e,s,soi com
ponents, both forgings and finished pat ts, for the domestic and 
international gas turbine industry. Typical products are fan blades, 
compressor blades and vanes, impellers and integrally bladed rotors. 
These pi oducts at e sold primarily to engine maiiufactui ers for use as 
original equipment and directly to the U.S. (ioverinnent as spare parts. 
Fuel Systems Textron's major products are fuel nozzles, manifolds and 
augmentors, whicli are shipped direcdy to U.S. military and commer
cial customers. 

Avco Aerostructures is a major subcontractor to the aerospace indus
try It produces wings for the B-IB and C:-5A/B military aircraftand 
for the commercial Gulfstream ill/I Vand the British Aerosjjace 
BAe-146.1 n addition, it manufactures tail .sections for the C-130 
Airlifter. 

Bell Aerospace Textion designs and produces technology basecl hard
ware and software products for the defense and space industries of 
the U.S. and its allies. These products include inertial and microwave 
sen.sor systems and liquid rocket propulsion systems, which are .sold 
directly to govermnent agencies or military prime contractcjrs. 

Commercial 
Products 

Cadillac Gage Textron 
P.O. Box 1027 
Warren, M l 48090 
(313) 777-7100 
William C. Frank, 
President 

HR Textron Inc. 
25200 West Rye 
Canyon Road 
Valencia, CA 91355 
(805)259-4030 
Peter Gandell, 
President 
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Textron Marine Systems 
6800 Plaza Drive 
New Orleans, LA 70127 
(504)245-6600 
John J. Kelly, 
President 

Avco Research Laboratory 
2385 Revere Beach Parkway 
Everett, MA 02149 
(617) 389-3000 
Ralph W. Detra, 
President 

Avco Specialty Materials 
Two Industrial Avenue 
Lowell, MA 01851 
(617)452-8961 
Paul R. Hoffman, 
President 

Avco Systems 
201 Lowell street 
Wilmington, MA 01887 
(617) 657-5111 
Harold K. McCard, 
President 

E-Z-Go 
P.O. Box 388 
Augusta, GA 30913 
(404) 798-4311 
Ronald V. Patterson, 
President 

Homelite 
P.O. Box 7047 
Charlotte, NC 28217 
(704)588-3200 
Robert D. Baiting, 
President 

Cadillac Gage Textrcjn produces lightweight armored combat vehicles, 
turrets and weapon/turret control and stabilization systems, Tiiese 
products are sold primarily to the U.S. Government, its prime contiac-
lors and lo foreign governments friendly to the U.S. by the division's 
sales force and independent representatives. 

HRTexlron isa leaderin high technology aerospace contiols, com
ponents and sub-systems, which it sells to prime contractors and the 
U.S. Goveinment. lis products and services include .servovalves, fiight 
control actuators, fuel hydraulic and pneumatic system valves and 
actuation controls, filters and automatic test equipment. 

Tcxiron Marine Systems produces air cushion vehicles and sin face 
effecl ships, principally for the U.S. Department of Defense. Its mili
tary contracts are mainly for the Landing Craft Air Cushion (LCAC), 
which it builds for Marine Corps amphibious assault. The divisi(jn 
was formerly pari of Bell Aerospace Textron. 

Avco Research Laboratory performs applied research in high temper
ature gas dynamics and electro-optics for the U.S. Government, other 
Textron units and commercial organizations. Among the technologies 
under investigation are high powered lasers, a broad range of sensors 
and magnetohydrodynamic electric power generation. It also operates 
the U.S. Air Force space tracking center in Maui, Hawaii. 

Avco Specialty Materials is a leader in the development and manufac
ture ol advanced composite materials and components, particularly 
for high temperature use. Materials utilized include boron, graphite, 
silicon carbide reinfot ced metals and carbon composites. In addition, 
the division produces a line of fireproofing and thermal protection 
materials. 

Avco Systems develops and produces advanced technology weapon 
systems for the U.S. Department of Defense. These products include 
the reentry system and the Mark 21 reentry vehicles for the Peace
keeper missile. In tactical systems, the division is developing a family 
of "Smart" antiarmor and airfield cratering munitions. It also supplies 
the arming and fuzing system for the Pershing II mi.ssile. 

Commerc ia l Products 

E-Z-Go is a leading producer of three- and four-wheel gasoline and 
electric fieet golf cars, and related parts and acces.sories. 11 also 
produces utility vehicles fcor the turf, industrial and commercial mar
kets and deluxe model golf cars for individual use. Its products ate 
distributed worldwide through independent distributors and the divi
sion's branch facilities. 

Homelite produces chain saws, string trimmers, pumps and genera
tors, ll al.so manufactures lawn mowers, both walk-behind and 
riding mowers, and snow removal equipment marketed uncier the 
Homelite-Jacobsen name. These products are sold through retailers 
by Homelite's direct sales force in the U,S. and by wholly owned 
branches and independent distributors throughout the world. 
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Jacobsen Turf 
1721 Packard Avenue 
Racine, W153403 
(414) 637-6711 
John R. Dwyer, Jr., 
President 

CWC Castings 
Henry Street 
Muskegon, M l 49441 
(616)733-1331 
John L. Kelly, 
President 

Davidson Exterior Trim 
Textron 
Route 6, Box 10 
Americus, GA 31709 
(912)924-6111 
D. Michael Weston, 
President 

Davidson Instrument Panel 
Textron 
875 Greenland Road 
Building C 
Portsmouth, NH 03801 
(603)433-4142 
Frank J. Preston, 
President 

Davidson Interior Trim 
Textron 
Industrial Park 
Dover, NH 03820 
(603) 742-0720 
Richard J. Ferrari, 
President 

McCord Winn Textron 
620 Washington Street 
Winchester, MA 01890 
(617) 729-4400 
Albert R. Vanderbilt, 
President 

Randall 
PO. Box46334 
Cincinnati, OH 45246 
(513) 896-9400 
Richard J. Price, 
President 

Camcar 
600-18th Avenue 
Rockford, IL 61108 
(815)226-3600 
Robert C. Sellin, 
Chairman 
Robert H. Rothkopf, 
President 

Cherry 
1224 East Warner Avenue 
P.O. Box2157 
Santa Ana, CA 92707 
(714)545-5511 
Donald A. Eckerson, 
President 

Jacobsen Turf manufactures and markets an extensive line of machin
ery lor the maintenance of large turf grass areas. These products 
include mowers, blowers, seeders, aerators, sweepers, irinnnei s and 
edgcrs. Its products are sold through approximately IOI) contracted 
distributors and sales centers. 

CWC produces castings for automotive, truck and off-highway equip
ment manufacturers. Its major products-automotive camshafts, 
diesel engine blocks,cylinder heads, transmission ca.ses and other giay 
iron components-are .sold to engine and parts mamilactureis by the 
division's sales force. 

Davidson Exterior Trim Textron manufactures and supplies exterior 
trim parts, principally fascia and body moldings, to lhe North Ameri
can automobile maiuifactui ers for cars and light trucks. The three 
Davidson divisions share a Detroit-based sales force and design office 
as well as central marketing ba.sed in Dover, New Hampshire. These 
are complemented by a marketing group based at each division, 

David.son Instrument Panel Textron develops, manulacturcs and mar
kets high lechnology plaslic instrument panels as original equipment 
to North American car and light truck producers. Its products are dis
tributed to aulomolive assembly plants throughout North Amei ica. 

Davidson Interior Trim Textron designs, engineers, manufactures 
and markets plastic components for automobiles and light trucks. Ils 
principal prcxluct lines include arm rests, con.sole a,s,semblies, instru
ment panel components and door panels, which are sold to automo
tive manufacturers or their subcontractors. 

McCord Winn Textron manufactures electro-mechanical components 
lor North American automobile and light truck producers. The divi
sion's products-fuel pump armatures, windshield washer systems, 
horn pads and air pumps-are sold directly to automotive manufac
turers or their sulx;ontractors. 

Randall produces metal and |)lastic functional parts for automotive 
and appliance manufacturers as original equipment. It also supplies 
such products to commeicial accounts and other Textron divisions. 

Camcar is a leading producer of proprietary cold formed metal parts, 
threaded fasteners and custom designed component as.semblies for 
automotive, appliance, railroad, truck/trailei, business machines, lele-
conununication equipment and other markets. Its .sales force serves 
major original equipment manufactineisand industrial distributors. 

Cherry is a world leader in the development and manulacture o( 
blind fasteners and systems for aerospace, automotive and commercial 
markets. It al.so produces locknut producls and olher fasteners. 
Cherry markets through its own .sales force and a worldwide distribu
tor network. 

Townsend 
5250-77 Center Drive 
Suite 300 
Charlotte, NC 28210 
(704) 525-8003 
Nicholas J. Wodogaza, 
President 

Contractor Tool 
and Equipment Textron 
4455 Boeing Drive 
Rockford, IL 61109 
(815) 399-2078 
Richard B. Bicknell, 
President 

Ex-Cell-O European 
Machine Tool 
Postfach 1160 
7332 Eislingen/Fils 
West Germany 
07161-8051 
Jurgen Jenrich, 
President 

Ex-Cell-O North American 
Machine Tool 
PO. Box 700 
Walled Lake, M l 48088 
(313) 624-7800 
James F. Horgan, 
President 

Avco Electronics 
4807 Bradford Drive 
Huntsville, AL 35805 
(205) 837-6500 
Stephen D. Moxley, Jr., 
President 

Sheaffer Eaton 
75 South Church Street 
Pittsfield, MA 01201 
(413)499-2210 
Murray R. Eisner, 
Chairman 
Joseph E. Biafore, 
President 

Speidel 
70 Ship Street 
Providence, Rl 02903 
(401) 421-8600 
Alfred M. Massotti, 
President 

Townsend designs and manufactures special fasteners, proprietary 
fastening systems and cold lormed parts. Its products are marketed 
directly to automobile and industrial customers through sales engi
neering specialists supplemented by distributors and sales agents. 

Contractoi' Tool and Equipment Textron has two operations: Green
lee Tool Company produces conduit benders, cable pullers and punch 
and die metal hole making systems for electricians; Forest City Tool 
C^cjmpany mamifaclures woodworking tools, including wood augers, 
router bits and indexible tooling h>r the furniture markets. Both units' 
sales organizations work ihrough independent distributors. 

The Ex-Cell-O European Machine Tool Division develops and 
maiuifactures metalcutting machine tools, including special machines, 
CNC machining centers, flexible cells and systems, and CNC turbine 
blades and vane grinders. Its products are marketed mainly to the 
European and North American metalworking industry through a 
direct sales organization and agents. 

The Ex-Cell-O North American Machine Tool Division is a group of 
individual companies engaged in the design and manufacture of pro
prietary production machines, tools, components and systems for the 
automotive, appliance, aerospace, bearing, off-highway and plastic 
components industry. Most of its products are sold through a direct 
sales force in the U.S. and Canada. 

Avco Electronics is a contract manufactui er of products for other elec
tronics companies, principally subassemblies and systems, for telecom
munication and computer-type markets. Surface mount technology 
and computer-aided design complement conventional manufacturing 
services. 

Sheaffer Eaton's principal lines are Sheaffer fountain pens, rolling 
ball and ballpoint pens, mechanical pencils and desk sets; Eaton .social 
stationery and typing papers; At-A-Glance appointment and records 
books, and Duo-Tang report covers and portfolios. The division's prod
ucls are distributed worldwide through wholesale, retail and business 
incentive channels. 

Speidel manufactures and distributes watch attachmeius, fashion 
bracelets, analog quartz watches, fashion jewelry and British Sterling 
men's toiletries. Sales to jewelry, department, discount, variety and 
drug stores are primarily through Speidel's direct sales force as well as 
independent wholesalers. 
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Finance 

Insurance 

Management 
Services 

Avco Financial Services 
PO. Box 19701 
Irvine, CA 92713 
(714)553-1200 
Charles R. Rinehart, 
President 

Textron Financial 
Corporation 
PO. Box 878 
Providence, Rl 02901 
(401)272-8000 
Stephen J. Davis, 
President 

Avco Insurance Services/ 
Balboa Life and Casualty 
PO. Box 19702 
Irvine, CA 92713 
(714) 553-0700 
Carlton W. Honebein, 
President 

Paul Revere 
Insurance Group 
18 Chestnut Street 
Worcester, MA 01608 
(617) 799-4441 
AubreyK. Reid, J r , 
President 

Avco Management Services 
(Avco Overseas Services 
Corporation) 
Park 10, 17200 Park Row 
Houston, TX 77084 
(713) 492-3200 
Dieter F Walter, 
President 

F inancia l a n d Other Services 

Avco Financial Services is engaged in consumer finance, primarily 
involving unsecured loans and loans secured by per.sonal pioperty in 
relatively small amounis for short periods of time. Fbe divisioii oper
ates approximately 1,2()() finance offices in the U.S., U.K., Canada 
and Australia. 

Textron Financial Corporation (TFC) is a commercial finance com
pany specializing in asset-ba.sed financing including secured loans, 
ec]uipment leasing and inventory financing services. While FFC I unc
tions asa captive finance coinpany for Texiron, approximately (iO% ol 
its assets are related lo financing non-Textron producls and a majority 
of ils income is derived from such independent sources, 

Avco Insurance Services/Balboa Life and Ciasualty's business consists 
primarily of collateral protection, ciedit life, disability and properly/ 
casualty insurance. The division markets its products to consumer 
loan customers ol Avco Financial Services, general agents, and finan
cial inslilutions in the U.S., Canada, Australia and the U.K. 

Paul Revere's main product is individual noncancellable disability 
income insurance which is sold lo professionals and business owners. 
Paul Revere also markets group life, medical, dental, di.sability insur
ance, individual life insurance and annuities. Ils products are dis
tributed through career agents and brokers. 

Avco Management Services (Avco Overseas Seivices Corporalion) 
operates and maintains facilities in Saudi Arabia, including lour civil
ian airports. Other programs include support services for large con
struction companies, maintenance of navigational aids and electronic 
maintenance of communication systeins. Its operalions in the U.S. are 
being sold. 
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T̂  
Financial Review 

Liquidity and Capital Resources 

The acquisition of Ex-Cell-O Corporation in Sep
tember 1986 was initially financed through bank 
borrowings of apjjroximately $1 billion uncier 
promissory notes maturing through December 4, 
1986 with a weighted average interest rate of 6.11%. 
Such notes have subsequently been refinanced 
through the sale of conimercial paper and bank 
borrowings. It is Textron's intendon to repay a 
substantial portion of its indebtedness largely 
through internally generated cash and the appli
cation of proceeds expected to be realized by early 
1988 from the sale of assets. Textron has not, as 
yet, identified particular business units, other than 
Gorham (see Note 3 to the accompanying Textron 
consolidated financial statements). Business units 
which will be disposed of are expected to be iden
dfied during the next yean Since such business 
units are likely to be earning at a greater rate of 
return than the interest on the debt that will be 
retired with the proceeds of sale, such dispositions 
are likely to have the effect of reducing reported 
inconie from continuing operations. 

Textron's debt restructuring during 1986 
included the issuance of $100 million of 10%% 
Senior Notes due 1998, $150 million of 9'/-i% 
Senior Debentures due 2016 and $150 million of 
9'/2% Subordinated Debentures due 2016. The 
net proceeds from these sales were applied to 
reduce outstanding debt. Addidonally, Textron 
redeemed its 12%% Subordinated Debentures 
due2010. The redemption price was 111.92% of 
the principal aniount of $100 million. Textron has 
committed revolving credit facilities aggregating 
$1.8 billion, plus confirmed bank lines of $213 mif 
lion. Credit facilities not used or reserved as sup
port for outstanding conimercial paper or bank 
borrowings were $592 million at January 3,1987. 
Textron's credit facilities and cash flow from oper
ations should be more than sufficient to meet 
working capital needs and provide Textron with 
the resources necessary to continue its growth. 

In 1986 Textron sold its Bosutch, Bridgeport 
Machines, Dalmo Victor and Valentine Sands 
Divisions, completing its previously announced 
asset disposition program following the acquisi
tion of Avco CorporaUon in early 1985. Aggregate 
cash proceeds from the sales of these divisions 
amounted to approximately $455 million which 
were applied to reduce outstanding debt. 

Financing for Textron is conducted through 
several independent borrowing entities comprised 
ofthe parent company and its tinconsolidated 
finance subsidiaries, Avco Financial Services, Inc. 
(AFS) and Textron Financial CorporaUon (TFC). 
This framework allows the finance subsidiaries, 
vvith specialized needs related to carrying portfo
lios of receivables, to finance their respective oper
ations, each through its own external group of 
creditors. As independent borrowers, their debt is 
supported by their own assets, without guarantee 
from the parent corporation. Accordingly, the cap
ital resources and liquidity of Textron's operations 
are best understood by separately considering its 
independent borrowing entities. 

Sources of cash to the parent company for 
working capital requirements, capital expendi
tures and corporate expenses, as well as require
ments for interest and debt repayment, taxes and 
dividends, are derived from earnings generated 
by subsidiaries and divisions included in the con
solidated financial statements and from dividends 
received from the unconsolidated finance subsidi
aries, supplemented with borrowings. See Note 6 
to the accompanying Textron consolidated finan
cial statements for further information with respect 
to Textron's debt and credit facilities. 

Textron's tinconsolidated finance subsidiaries, 
AFS and TFC, utilize a broad base of financial 
support for their liquidity and customer financing 
activities. Cash is provided from both operations 
and several different sources of borrowings. 
These sources include unsecured borrowings 
under bank lines of credit, the issuance of com
mercial paper, and sales of medium- and long-
term debt. See Note 5 to the accompanying 
combined financial statements of Textron's 
finance and insurance subsidiaries for informa
tion concerning debt and credit lines of AFS 
and TFC. 

The Tax Reform Act of 1986 (the Act) vvas 
enacted on October 22,1986. Among other things, 
the Act provides for reductions in 1987 and 1988 
in the marginal federal income tax rate for corpo
rations, repeal ofthe investment tax credit retro
active to the beginning of 1986 and reduction of 
investment tax credit carryforwards in 1987 and 
1988. The effects ofthe Act on Textron's future 
results of operations and cash flow are not 
expected to be niaterial. 

Results of Operations 

1986 vs. 1985 
Textron achieved record revenues and income 
from continuing operations in 1986. Total reve
nues from confinuing operations rose 21% to $7.0 
billion from $5.7 billion in 1985. Income from 
continuing operations was $241.6 million ($5.85 
per share), an increase of 34% from the $180.1 
million ($4.83 per share) reported in 1985. This 
increase is attributable to strong results from most 
segments and the inclusion ofthe results of 
Ex-Cell-O Corporation from September 17,1986, 
the date as of which Textron had purchased over 
93% of Ex-Cell-O's outstanding common stock. 
Corporate expenses for 1986 included pre-tax 
gains of $20 million on the sale of securities as 
compared to $10 million in 1985. Lower interest 
expense reflects the success of Textron's debt 
reduction program following the acquisition of 
Avco and lower interest rates, partially offset by 
increased interest expense clue to the acquisition 
of Ex-Cell-O. Textron's effective income tax rate in 
1986 was substantially higher than the 1985 rate 
principally due to the repeal ofthe investment tax 
credit retroactive to the beginning of 1986. For 
addidonal information on income taxes see Note 9 
to the accompanying Textron consolidated finan
cial statements and Note 6 to the accompanying 
combined financial statements of Textron's 
finance and insurance subsidiaries. Earnings per 
share for 1986 reflected an increased average 
number of shares outstanding from the prior year 

Net inconie for 1986 of $239.2 million ($5.79 
per share) included an extraordinary loss arising 
from the early redemption of Textron's 12%% 
debentures, which was largely offset by a net gain 
related to the asset disposidon program. Last 
year's net income of $251.8 million ($6.75 per 
share) included a total of $71.7 million ($1.92 per 
share) from income fiom discontinued opera
dons, an extraordinary gain and an accoundng 
change. 

1985 vs. 1984 
Total revenues from continuing operadons were 
$5.7 billion (including $1.7 billion attributable to 
Textron's unconsolidated finance and insurance 
subsidiaries) compared to $2.2 billion in 1984. 
Inconie from continuing operations was $180.1 
million ($4.83 per share) up 132% from the $775 
million ($2.12 pershare) reported in 1984. The 
1985 results of operations include the results of 
Avco from January 10,1985, the date as of which 
Textron had purchased over 95% of Avco's out
standing common stock. 

Net income for 1985 totaled $251.8 million 
($6.75 per share) up from the $113.5 million 
($3.11 per share) in 1984. Such income for 1985 
included a total of $28.2 million ($.76 pershare) 
from an extraordinary gain and an accounting 
change. 

Helicopters 
Revenues for 1986 exceeded $1 billion for the first 
dme in Bell Helicopter's history. The record sales 
were due principally to increases in U.S. Govern
ment development programs, pardally offset by 
decreased international sales. 

Sales to the U.S. Government increased sub
standally, primarily as a result of continued deliv
ery of AH IP producdon aircraft, increased sales 
recorded on the V-22 full scale development pro
gram and inidal deliveries under the AH-1W pro
gram. Commercial model helicopter sales were up 
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due mainly to Model 214ST deliveries. Foreign 
military and international utility/armed helicopter 
.sales were down in 1986 due to the completion of 
deliveries ofthe Israeli AH-IS and Turkey UH-IH 
helicopters in 1985. Improvement in income 
reflected increased sales volume and lower operat
ing expenses as compared to 1985. However, Bell 
Helicopter's profit margin declined in 1986 from 
1985 due to the increased sales on lower profit, 
start-up and development U.S. military programs. 

Income for 1985 was nearly double that of 1984. 
The improvement was primarily volume-related 
in the areas of spare parts, U.S. Government pro
grams, international sales and sales of used 
aircraft. 

Propulsion 
The improvements in 1986 in both reventies and 
profits were attributable to the inclusion in this 
segment of three Ex-Cell-O divisions and condn
ued strong performance by the Stratfoicl Division, 
partially offset by the decline in operating results 
at the Williamsport Division. 

Increased deliveries of engines and spare parts 
for aircraft and Ml tanks contributed to Stratford 
Division's record revenues. Stratford's profit 
improvement from increased sales was partially 
offset by increased research and development 
costs on the T800 engine for the LHX helicopter 
program. The Williamsport Division's operating 
results reflected the continued depressed state of 
the general aviation industry in the U.S., as well as 
high prodtict liability insurance expense. 

Systems 
Strong revenue and profit increases in 1986 
reflected improved operating results from most 
divisions. This segment benefited from Avco 
Aerostructures' increased wing deliveries under 
the B-IB and C-5B aircraft progranis (both of 
which are scheduled to be completed dtiring 1988) 
and Avco Systems' acceleradon to full producdon 
ofthe Peacekeeper (MX) missile reentry system 
and Mark 21 vehicles, as well as the inclusion ofthe 

operating results of Ex-Cell-O's Cadillac Gage 
Division. Bell Aerospace's marine and air cushion 
technology business was made into a separate divi
sion in 1986 and named Textron Marine Systems. 
Improved results reported by this division were 
largely attributable to the LCAC air cushion vehi
cle program. 

The imjDroved reventies and profits in 1985 
over 1984 were due to the inclusion in this segment 
of five Avco divisions in 1985 and strong opera
tions of Bell Aerospace and HR Textron, including 
improved profits on Bell's higher volume un
der the LCAC air cushion vehicle program and 
increased sales of filter products by HR Textron's 
Purolator Technologies unit. 

Commercial Products 
Improved revenues and profits in 1986 reflect 
substantial growth of Textron's automotive busi
ness, solid performance by the industrial products 
and engineered fasteners busines.ses and im
proved opeiating results for Textron's outdoor 
products businesses. 

The outdoor prodticts businesses reported 
improved results due to the effects of higher sales 
volumes at E-Z-Go and Jacobsen Turf coupled 
with improved results at Homelite due to new 
management's success in reducing inventories 
(which resulted in the liquidation of lower cost 
LIFO inventories) and improving manufactur
ing efficiencies. 

The increased revenues and opeiating profit of 
Textron's automotive btisiness are mainly due to 
the inclusion in this segment of four Ex-Cell-O 
automotive units in 1986. Randall reported strong 
results, particularly in its wheel trim jDrodticts line, 
while CWC had higher inconie attributable to 
improved operating efficiencies and product mix. 

The industrial products and engineered fasten
ers businesses benefited from the inclusion of 
three Ex-Cell-O units in 1986 and record results at 
Cherry due to the introduction of new prcxlucts 
and an increase in sales to the aerospace industry. 

Avco Electronics' sales and profits were 
adversely affected by the slump in the electronics 
industry. 

Operating profit in 1985 declined from its 1984 
level on slightly increased revenues, due primarily 
to depressed results at CWC, Homelite and 
Sheaffer Eaton. 

Finance 
AFS' constimer finance operation reported higher 
reventies in 1986, while income declined as a gain 
on the sale of operations in Japan was more than 
offset by a rise in net credit losses. Contributing to 
the higher charge-offs were both a change in 
receivable mix to greater emphasis on unsecured 
loans and the reladvely high level of consumer 
installment debt in relation to disposable income 
over the past few years. 

TFC's increased income in 1986 was a result 
of the beneficial effect of lower tax rates (as pro
vided in the Tax Reform Act of 1986) on TFC's 
leveraged lease portfolio. TFC's income in 1985 
increased from 1984 reflecting a condnuation of 
its steady growth. 

Insurance 
Avco Insurance Services/Balboa Life and Casual
ty's revenues improved resulting primarily from 
an increase in sales of automobile insurance prod
ucts generated by managing general agents in the 
U.S. property and casualty operadon, combined 
with an increase in investment income. However, 
inconie decreased in 1986 due to U.S. casualty 
underwriting losses principally in the automobile 
business written through managing general 
agents, whicli business resulted in a pre-tax loss 
(net of related investment income) of approxi
mately $25 million. In the past, managing general 
agents were a significant marketing channel; 
however, their role in the future will be greatly 
reduced. 

The Paul Revere Insurance Group reported 
improved revenues and inconie in 1986. Revenues 
increased largely due to the strength of disability 
income insurance products. Factors responsible 
for higher income include earnings growth in all 
lines of business, increased investment income 
as a larger investment base offset the effects of 
reduced interest rates in 1986, as well as capital 
gains of $25.3 million as compared to $11.9 million 
in 1985. 

Management Services 
Avco Management Services' results included 
favorable contract adjustments. The business in 
Saudi Arabia continues to be phased out. 
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Report of Management 

The consolidated financial statements of Textron 
Inc. have been prepared by management and 
have been audited by Textron's cerdfied public 
accountants, Arthur Young & Company, whose 
report appears on this page. Management is 
responsible for the consolidated financial state
ments, which have been prepared in conformity 
with generally accepted accounting principles and 
include amounts based on management's 
judgments. 

Management is also responsible for maintaining 
internal accounting control systems designed to 
provide reasonable assurance, at appropriate cost, 
that assets are safeguarded and that transactions 
are executed and recorded in accordance with 
established policies and procedures. Textron's sys
tems are tmder continuing review and are sup-
jDorted by, among other things, business conduct 
and other written guidelines, an internal audit 
program and the selection and training of quali
fied personnel. 

The Board of Directors is responsible for the 
Company's financial and accounting policies, prac
tices and reports. Its Audit Committee, composed 
of four outside directors, meets regularly with the 
cerdfied public accountants, representatives of 
management and the internal auditors to discuss 
and make inquiries into their activities. Both the 
cerdfied public accountants and the internal audi
tors have free access to the Audit Committee, with 
and without management representafives in 
attendance. 

B.E Dolan 
Chairman, President and 
Cliief Executive Officer 

Dennis G. Little 
Executive Vice President cmd 
Chief Financial Officer 

February 12, 1987 

Report of Certified Public Accountants 

111 Park Avenue 
New York, New York 10172 

The Board of Direclors and Shareholders 
Textron Inc. 

We have examined the accompanying consoli
dated balance sheet of Textron Inc. and the com
bined balance sheet of Textron's unconsolidated 
finance and insurance subsidiaries at January 3, 
1987 and December 28, 1985, and the related con
solidated and combined statements of income and 
changes in financial position and consolidated ^ 
statement of changes in shareholders' equity for 
each ofthe three years in the period ended Janu
ary 3, 1987. Our examinations were made in 
accordance with generally accepted audidng stan
dards and, accordingly, included such tests of 
the accounting recoids and such other auditing 
procedures as we considered necessary in the 
circumstances. 

In our opinion, the statenients mentioned 
above present fairly the consolidated financial 
posifion of Textron Inc. and the combined finan
cial position of Textron's unconsolidated finance 
and insurance subsidiaries at January 3, 1987 and 
December 28,1985, and the consolidated and 
combined results of operations and changes in 
financial posifion for each ofthe three years in the 
period ended January 3,1987, in conformity with 
generally accepted accoundng principles applied 
on a consistent basis during the period except for 
the change in 1985, with which we concur, in the 
method of accounting for investment tax credits 
as described in Note 1 to the consolidated financial 
statements. 

February 12,1987 

Textron Inc. 
Consolidated Statement of Income 

For each ofthe ihrec years in lhe period ended januaiy 3,1987 
(In millwm excepi per share amounts) 1986 

Sales 
Costs and expenses: 
Cost of sales 
Selling and administradve 

$5,023.3 

4,011.9 
610.2 

401.2 

Equity in pre-tax income of unconsolidated finance and 
insurance subsidiaries 

Interest inconie 
Interest expense 

Inconie from contintting operations before income taxes 444.8 
Incometaxes 203.2 

Income from continuing operations before extraordinary 
item and cumulative effect of a change in accounting 
principle 

Discontintied operations: 
Income (loss) from discontinued operations, net of income 

taxes 
Gain on sales of discontinued operations, net of 

income taxes 
Extraordinary item, net of income taxes 
Cumulative effect of a change in accounting principle 

241.6 

(3.7) 

8.0 
(6.7) 

Net income $ 239.2 

Income per common share: 
Income from continuing operadons before extraordinary 

item and cumulative effect of a change in accounting 
principle 

Discontinued operadons 
Extraordinary item 
Cumulative effect of a change in accounting principle 

Net income $ 5.79 

See notes to con.solidated financial statements. 

1985 

$4,038.5 

3,175.2 
571.8 

291.5 

300.8 
120.7 

180.1 

43.5 

16.4 
11.8 

$ 251.8 

$ 6.75 

1984 

$2,148.0 

1,712.5 
302.1 

133.4 

223.5 
12.2 

(192.1) 

213.4 
12.1 

(216.2) 

21.2 
11.0 

(32.9) 

132.7 
55.2 

77.5 

36.0 

$ 113.5 

$ 5.85 
.10 

(.16) 
— 

$ 4.83 
1.16 
.44 
.32 

$ 2.12 
.99 

-
— 

$ 3.11 
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Textron Inc. 
Consolidated Balance Sheet 

(Dollars in millions) 

Assets 

Cur ren t assets: 
Cash and short-term investments 
Accounts receivable (less allowances of $18.4 and $16.3) 
Inventories 

Less reserves to reflect certain inventories at L IFO cost 

Net assets of discontinued operations 
Other cur ren t assets 

Total current assets 
Inves tments in unconsol ida ted f inance a n d insurance subsidiar ies 
Property, p lan t a n d equipment , at cost: 
Land and buildings 
Machinery and equipment 

Less accumulated depreciation 

Goodwill (less accumulated amortization of $13.1 and '. 
Other assets 

• I ) 

Total assets 

Liabilities and shareholders ' equity 

Cur ren t liabilities: 
Short- term debt 
Curren t maturities of long-term debt 
Accounts payable 
Income taxes (principally deferred) 
Other current liabilities 

Total cur ren t liabilities 

Long-term debt 
Other liabilities and deferred credi ts 

Shareholders ' equity: 
Capital stock: 

Preferred Stock (15,000,000 shares authorized): 
$2.08 Cumulative Converdble Preferred Stock, Series A 

(liquidation value $55.7) 
$1.40 Convertible Preferred Dividend Stock, Series B 

(preferred only as to dividends) 
Common Stock, 25«: par value (75,000,000 shares authorized; 

40,823,000 and 40,554,000 shares issued) 
Capital surplus 
Retained earnings 
Currency translation adjustment 
Marketable equity securides valuation adjustment 

Less cost of treasury shares 

Total sha reho lders ' equity 

Total liabilities a n d shareholders ' equity 

See notes lo consolidated finaiicial statements. 

January 3, 
1987 

1,320.7 

64.8 

2,281.2 
1,394.2 

408.6 
1,044.0 

1,452.6 
595.0 

857.6 
761.9 
262.2 

$5,557.1 

22.3 
9.1 

392.1 
123.8 
737.9 

1,285.2 

2,181.5 
243.2 

26.3 

9.3 

10.2 

372.5 
1,502.8 

(36.6) 
2.6 

1,887,1 
39.9 

1,847.2 

$5,557.1 

December 28, 
1985 

$ 51.7 
844.0 

1,377.5 
56.8 

$ 47.6 
616.5 

1,077.5 
51.9 

1,025.6 
397.8 

28.4 

2,115.9 
1,299.4 

303.3 
786.6 

1,089.9 
501.0 

588.9 
174.8 
158.4 

,337.4 

20.7 
18.1 

345.3 
61.7 

613.0 

1,058.8 

1,503.1 
142.2 

31.0 

10.0 

10.1 

355.5 
1,337.6 

(61.8) 
2 7 

1,685.1 
51.8 

1,633.3 

1,337.4 

T 
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Textron Inc. 
Consolidated Statement of Changes 
in Financial Position 

For each ofthe three years in lhe period ended Januaiy 3,1987 
(In iniUioius) 1986 1985 

Source of funds: 
Income from continuing operations 
Undistributed earnings of unconsolidated finance and 

insurance subsidiaries 
Depreciation and amortizadon 

$ 241.6 

(97.0) 
118.7 

$ 180.1 

(78.4) 
98.9 

Extraordinary item 
Proceeds from sales of discontinued operations 
Disposidon of property, plant and equipment 
Decrease in investments 
O t h e r - n e t 

(6.7) 
454.6 

38.0 
23.2 
69.7 

16.4 
210.0 

16.6 
67.2 
(7.2) 

843.8 572.6 

Use of funds : 
Capital contribution to unconsolidated finance subsidiary 
Capital expenditures 
Dividends 
Purchase of common stock for treasury 
Changes in working capital:* 

Increase (decrease) in current assets: 
Accounts receivable 
Inventories 
Other current assets 

Decrease (increase) in ctirrent liabilities: 
Accounts payable 
Income taxes 
Other current liabilities 

181.3 
74.0 

45.3 
35.2 
(6.3) 

76.1 
(61.9) 
49.7 

15.4 
172.2 
67.0 

42.9 
23.3 

(27.8) 

(2.8) 
36.5 

(130.5) 

393.4 196.2 

Increase (decrease) in funds before financing and acquisidon 

Financing: 
Long-term borrowings 
Other changes in debt—net 
Sales of common stock 

450.4 376.4 

Cash provided by financing activities 553.6 1,009.7 

Acquisi t ion of Ex-Cell-O and Avco: 
Investments in unconsolidated finance and insurance 

subsidiaries 
Property, plant and equipment , goodwill and other assets 
Long-term debt and other liabilides assumed 
Working capital excluding cash 

— 
(880.2) 

47.4 
(167.1) 

(1,163.9) 
(630.5) 
422.3 

(9.3) 

Cash used in acquisidon (999.9) (1,381.4) 

"Increase (decrease) in cash a n d short - term 
investments d u r i n g the per iod 

Cash and short-term investments at beginning of period 
4.1 

47.6 
4.7 

42.9 

Cash and short-term investments at end of period $ 51.7 

1984 

77.5 

(12.1) 
38.9 

Total from confinuing operations 

Income (loss) from discontinued operations 
Depieciation and amortizadon 

Total from discontinued operadons 

Total from operations 

263.3 

(3.7) 
5.4 

1.7 

265.0 

200.6 

43.5 
25.5 

69.0 

269.6 

104.3 

36.0 
26.3 

62.3 

166.6 

7.5 
6.7 

23.5 

204.3 

119.0 
65.6 
29.8 

110.3 
49.8 

6.7 

(47.6) 
50.0 

(55.1) 

328.5 
(124.2) 

1,403.8 
(850.2) 

— 

1,887.9 
(1,087.6) 

209.4 

5.2 
(3.9) 

— 
1.3 

(122.9) 
165.8 

47.6 $ 42.9 

*Excl.udes changes in working capital related lo acquisition of Ex-Cell-O in 1986 and Avco in 1985 and sales of discontinued 
operalions. 

See notes lo consolidated financial statements. 

47 



Textron Inc. 
Consolidated Statement of Changes in Shareholders' Equity 

Fm- each ofthe three years 
in the period endedjanuaiy 3,1987 
(Dollars in millions; shares in thousamls) 

Capital stock 

Preferred 

$2.08 $1.40 Common 
Capital 
surplus 

Retained 
earnings 

Balance 
December 31,1983 

Conversion of preferred stock 
Purchases of common stock 
Exercise of opdons and warrants 
Currency translation adjustment 
Net income 

42.1 
(6.1) 

$12.8 
(.6) 

$ 9.0 $141.6 
6.7 

$1,105.2 

(.3) 

113.5 

Marketable 
Currency equity securities 

translation valuation 
adjustment adjustment 

Cost of 
treasury 

shares 

Shares outstanding (1) 

Preferred 

$2.08 $1.40 Common 

$(20.0) 

(10.0) 

$46.1 

29.8 
(L5) 

1,711 
(258) 

600 
(59) 

-
_ 

34,484 
336 

(1,091) 
62 

Dividends: 
Preferred stock 
C o m m o n stock 

($1.80 per share) 

Balance 
December 29,1984 

Conversion of preferred stock 
Sales of common stock: 

Public offering 
Other 

Exercise of options 
Contr ibudon of treasury shares to 

employee stock savings plan 
Currency translation adjustment 
Marketable equity securities valuation 

adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock 

($1.80 pe rshare ) 

Balance 
December 28,1985 

Conversion of preferred stock 
Exercise of options 
Contribution of treasury shares to 

employee stock savings plan 
Currency translation adjustment (2) 
Marketable equity securities valuation 

adjustment 
Net income 
Dividends: 

Preferred stock 

— 

-

36.0 
(5.0) 

-
-
-

-
-

-
-

'— 

-

31.0 
(4.7) 

-

-
-

-
— 

-

— 

-

12.2 
(2.2) 

— 
-
-

-
-

— 
— 

— 

-

10.0 

(.7) 
— 

-
— 

-
— 

-

— 

-

9.0 
.1 

1.0 
-
-

-
-

— 
— 

— 

-

10.1 
.1 
-

-
-

-
— 

-

— 

-

148.3 
7.1 

183.7 
12.1 
3.2 

1.1 
-

— 
— 

— 

-

355.5 
5.3 
1.3 

10.4 
-

-
— 

-

(4.1) 

(61.5) 

1,152.8 
-

— 
-
-

-
-

-

251.8 

(3.3) 

(63.7) 

1,337.6 
-
-

-
-

-
239.2 

(2.8) 

— 

-
'""̂  

(30.0) 
— 

— 
— 
— 

— 

- . (31.8) 

— 
— 

_ 

-

(61.8) 

— 

— 
25.2 

— 
— 

— 

— 

-

— 
— 

— 
— 
-

— 
— 

2.7 
— 

_ 

-

2.7 
— 
— 

-
— 

(.1) 
_ 

-

_ 

-

74.4 
-

— 

(12.6) 
(8.9) 

(1.1) 
— 

— 
— 

— 

-

51.8 
— 

(2.9) 

(9.0) 
— 

— 
_ 

-

— 

-

1,453 
(212) 

_ 
— 
— 

— 
— 

_ 
_ 

-

1,241 
(197) 

— 

— 
— 

— 

— 

-

541 
(182) 

_ 
— 
— 

— 
— 

_ 
_ 

-

359 
(58) 

— 

— 
— 

— 

— 

-

33,791 
397 

4,000 
477 
366 

42 
— 

_ 
_ 

-

39,073 
269 
150 

344 
— 

— 
_ 

— 
C o m m o n stock 

($1.80 per share) (71.2) 

Balance 
January 3,1987 $26.3 $ 9.3 $10.2 $372.5 $1,502.8 $(36.6) $2.6 $39.9 1,044 301 39,836 

(1) Shares issued at the end of 1983,1984,1985 and 1986 were as follows (in thousands): 
$2.08 Prefeired-1,780,1,522,1,310 and 1,113 sliares, respectively; $1.40 Preferred-
1,087,1,028,846 and 788 shares, respectively; Common-35,821,36,157, 40,554 and 
40,823 shares, respectively. Shares held in the treasuiy al the end of 1983,1984,1985 
and 1986 were as foUows (in thousands): $2.08 Prefeired— 69 sfiares at all such dates; 
$1.40 Prefen-ed~487 slums at all such dales; Common-1,337,2,366,1,481, and 987 
shares, respectively. 

(2) Includes reduction in currency translation adjustmenl of $31.1 million related to sales of 
discontinued operations. 

See notes lo consolidated financial statemenLs. 
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Textron Inc. 
Notes to Consolidated Financial Statements 

1. Summary of Significant Accounting Policies 

Principles of consolidation 
The consolidated financial statements include 
the accounts of Textron and all of its subsidiaries 
except for its finance and insurance subsidiaries 
which are accounted for on the equity methoci. 
All significant intercompany transactions are elim
inated. For information about Textron's uncon
solidated finance and insurance subsidiaries, see 
pages 63 to 72. For informadon on acquisidons 
and discontintied operadons, see Notes 2 and 3, 
respectively. 

Translation of foreign currencies and foreign 
exchange transactions 
Adjustments resuldng from the transladon ofthe 
financial statements of most of Textron's foreign 
operadons are excluded from the determination 
of its income and accumulated in a separate com
ponent of shareholders' equity undl sale or sub
standal liquidadon of an investment in a foreign 
entity. Foreign exchange gains and losses included 
in income from continuing operadons in 1986, 
1985 and 1984 were a $2 million gain in 1986 and 
losses of $4 million and $3 million in 1985 and 
1984, respectively. 

Income taxes 
Inconie tax expense is calculated based on income 
before income taxes per the consolidated finan
cial statements. Such expense differs from taxes 
currendy payable because of fiming differences 
in that certain inconie and expense items are 
reported in Textron's consolidated statement of 
inconie in years different frcjm those in which they 
are reported in Textron's inconie tax returns. 

Deferred income taxes have not been provided 
for the undistributed earnings of foreign subsidi
aries. Management's intention is to reinvest such 
undistributed earnings outside the United States 
for an indefinite pericxi, except for distributions 
upon which incremental U.S. income taxes would 
notbe material. 

See Note 6 to the combined financial statements 
of Textron's finance and insurance subsidiaries for 
informafion about their income taxes. 

Effective at the beginning of 1985, Textron 
changed its method of accoundng for investment 
tax credits from the deferral method to the dow-
tbrough method with respect to its manufacturing 
operations. (In accordance with industry practice, 
Textron's tinconsolidated finance companies con
tinue to use the deferral method with respect to 
their leasing operations.) This change was made to 
conform to the method used by the manufactur
ing operations of Textron's Avco subsidiary as well 
as to achieve comparability with the accoundng 
practices of most other manufacturing companies. 

Property, plant and equipment 
The cost of property, plant and equipment is 
being depreciated based on the estimated useful 
lives ofthe assets. Depreciation applicable to con
dnuing operadons using accelerated methods 
amounted to $56.4 million in 1986, $47.3 million 
in 1985 and $21.4 million in 1984; the balance was 
calculated tising the straight-line method. 

Goodwill 
Goodwill related to Textron's manufacturing 
operations is being amortized on the straight-line 
methoci principally over 40 years. Goodwill appli
cable to and included in Textron's investments in 
unconsolidated finance and insurance subsidiaries 
in the consolidated balance sheet ($429.4 million 
and $447.8 million at the end of 1986 and 1985, 
respecfively) is being amortized on the straight-
line methoci over 25 years. 

Inventories 
Inventories are carried at the lower of cost or 
inarket. Inventories aggregadng $764 million at 
January 3.1987 and $541 million at December 28, 
1985 were valued by the last-in, first-out (LIFO) 
methoci. The remaining inventories, other than 
those related to long-term contracts and pro
grams, are valued generally by the first-in, first-out 
methoci. 

Reductions in certain inventory quantities 
resulted in the liquidation of LIFO layers, the 
effect of which increased income from continuing 
operations by approximately $4 million in 1986, 
$3 million in'l985 and $1 million in 1984. 

Inventories relating to long-term contiacts and 
programs, net of progress payments, were $482 
million at January 3,1987 and $491 million at 

December 28,1985, including unamordzed inidal 
tooling and other non-recurring costs, direct pro
duction costs and manufacturing overhead. As to 
government contracts, inventory costs also gener
ally include general and administrative expenses 
($62 million at January 3,1987; $68 million at 
December 28,1985). Costs attributed to units 
delivered are based upon the esfimated average 
cost per unit at contract or program completion. 
In accordance with industry practice, amounts 
relating to long-term contracts and programs are 
classified as current assets although certain rjf 
these amounts are not expected to be realized 
within one year. 

Long-term contracts and programs 
Sales under fixed price contracts and programs 
are generally recorded as deliveries are made. 
Sales under cost reimbursement-type contracts 
are recorded as costs are incurred and fees are 
earned. Profits expected to be realized on long-
term contracts and programs are based on esti
mates of total sales value and cost at completion, 
which estimates are reviewed and revised periodi
cally throughout the lives of the contracts and pro
grams. Adjustments to profits resulting from such 
revisions are recorded in the accounting period 
in which the revisions are made. Estimated losses 
on contracts and programs are recorded when 
idendfied. 

Researcli and development 
Company-sponsored research and development 
expenditures are charged to expense as incurred. 
Total expenditures on research and development 
activides applicabie to continuing operations 
amounted to $598 million, $520 million and $322 
million in 1986,1985 and 1984, respectively of 
which $107 million, $85 million and $47 million 
were Company-sponsored. 

Pension and other postretirement benefits 
Textron and its consolidated subsidiaries have a 
number of pension plans covering substandally all 
of their employees. Annual contribudons are 
made to the plans which are generally equal to the 
amounts accrued for pension expense. Textron's 
major pension plans provide, among other things 
and subject to certain conditions, that in the event 
of plan termination or withdrawal of assets with
out a termination within three years following a 

change in control (as defined in the plans), assets in 
excess of terminafion liabilides shall be applied to 
increase the benefits of participants who are active 
employees immediately before the change in con
trol. Additionally, in the event ofany plan merger, 
consolidation or transfer within such three-year 
period, the accrued benefit ofeach such affected 
participant and beneficiary shall be vested, 
increased as provided in the previous sentence, 
and satisfied by the purchase of a guaranteed 
anntiity contract. 

Pension expense applicable to continuing oper
ations for 1986,1985 and 1984 was approximately 
$28 million, $41 million and $30 million, respec
fively, including amortization of prior service cost 
over periods generally ranging from 10 to 30 
years. The decrease in pension expense in 1986 is 
due principally to changes in certain retirement 
plan provisions and actuarial assumpdons, par
tially offset by increased pension costs related to 
Ex-Cell-O. The increase in pension expense in 
1985 is due principally to the acquisidon of Avco. 

Accumulated plan benefits and plan net assets 
for Textron's pension plans, based on data con
tained in the most recent actuarial reports availa
ble, are as follows: 

(In millions) 

Actuarial present 
value of accumu
lated plan benefits: 

Vested 
Nonvested 

Net assets available 
for benefits 

January 1, 
1986* 

$1,245.0 
69.4 

$1,314.4 

$1,907.9 

January 1, 
1985 

$1,047.7 
85.1 

$1,132.8 

$1,347.9 

*Includes Ex-Cell-O. 

The weighted average ofthe assunied rates of 
return used in determining the actuarial present 
value of accumulated plan benefits was 8.5% and 
8.2% for 1986 and 1985, respecdvely 

The Financial Accoundng Standards Board 
Statement No. 87 (FAS 87) reladng to pensions is 
required to be implemented by Textron in 1987. 
Textron presendy expects that such adopdon will 
have a favorable effect on income from condnu
ing operafions in 1987. 
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In addition to providing pension benefits, 
Textron provides certain health care and life 
insurance benefits for certain retired employees. 
Eligibility for these benefits is restricted to the 
particular benefit plans at the pardcular locadons 
offering redree benefits. These retiree benefits 
and similar benefits for acdve employees are 
administered by insurance companies or o ther 
carriers who determine premiums for insured 
plans and expected costs to be paid dur ing the 
year u n d e r self-insured plans. Textron recognizes 
the cost of providing these benefits by expensing 
the premiums and costs as incurred. Such costs 
applicable to continuing operadons were approxi
mately $147 million, $117 million and $65 million 
for 1986,1985 and 1984, respecdvely T h e cost of 
providing these benefits for the 12,500 redrees, 
8,000 redrees and 4,400 redrees in 1986,1985 and 
1984, respecdvely, receiving such benefits, is not 
separately idendfiable from the cost of providing 
such benefits for the 62,000,45,000 and 26,000 
acdve employees in 1986,1985 and 1984, 
respectively. 

Income pe r common share 
Inconie per cominon share is based on average 
common shares outstanding dur ing each year 
assuming full conversion of preferred stock and 
exercise of stock opdons . Average common shares 
otitstanding were 41,282,000 in 1986,37,318,000 
in 1985 and 36,469,000 in 1984. 

2 . Acquisitions 

Under an Agreement and Plan of Merger entered 
into in August 1986, Textron acquired for cash 
over 9 3 % o f t h e outstanding common stock of 
Ex-Cetl-O Corporadon as of September 17,1986 
and the balance by statutory merger on Septem
ber 30,1986.Textron has accounted for the acqui
sidon of Ex-Cell-O as a purchase and, accordingly, 
Ex-Cell-O's results of operations are included in 
Textron's financial statements from September 17, 
1986. Textron has allocated its purchase price of 
approximately $1 billion to the underlying assets 
and liabilides of Ex-Cell-O based on preliminary 
estimates of their respective fair values. Such allo
cation will be finalized in 1987. T h e excess ($595.3 
million) of Textron's purchase price over tbe esd
mated fair values of Ex-Cell-O's net assets is being 
amortized over 40 years. 

Presented below are condensed unaudited 
statements of income which combine on a pro 
forma basis the statements of income of Textron 
for the 1986 fiscal year (ended January 3,1987, 
which included Ex-Cell-O's results from Septem
ber 17,1986) and Ex-Cell-O for the period Janu
ary 1,1986 to September 16,1986 and for the two 
companies for their respecdve 1985 fiscal years. 
T h e pro forma statements of income have been 
prepared as i f the purchase had occurred at the 
beginning of 1986 and 1985, respectively T h e pro 
forma results are not necessarily indicative of what 
would have occurred had the acquisidon been 
consummated as o f the beginning o f the respec
tive periods or of future operations of the com
bined company. 

Condensed pro fornia statement of income 
(unatidited) 

(In miUions except per sluire 
amounts) 1986 1985 

Sales 
Cost of sales and selling 

and administrative 
expenses 

$5,842.5 $5,158.6 

5,393.9 4,777.9 

448.6 380.7 

Equity in pre-tax income of 
unconsolidated finance and 
insurance subsidiaries 

Interest expense-net* 

Income from condnuing 
operations before income 
taxes 

Income taxes 

223.7 
245.4 

426.9 
198.1 

213.9 
304.7 

289.9 
112.2 

Income from condnuing 
operations $ 228.8 177.7 

Net income $ 226.4 $ 249.4 

Income per common share: 
Inconie from continuing 

operations $ 5.54 $ 4.76 

Net income $ 5.48 $ 6.68 

*lncludes inleresl on borrowings lo finance lhe acquisition 
of Ex-Cell-O using the approximate weighted average 
interesi rales tluil would have been payable for the penod 
December 29,1985 lo Sepiember 16, 'l986 and for 1985 
under Textron's credit agreements-8.24% and 9.42%, 
respectiveiy. (The credit agreemenis provide for foaling 
rates of inleresl related to markei rales.) 

Unde r an Agreement and Plan of Merger 
entered into in December 1984, Textron acquired 
for cash over 95% of the otitstanding common 
stock of Avco Corporation effecdve on January 9, 
1985 and the balance by statutory merger on Feb-
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ruary 28,1985 for approximately $1.4 billion. 
Textron has accounted for the acquisition of Avco 
as a purchase and, accordingly, Avco's results of 
operations are included in Textron's financial 
statements from January 10, 1985. Textron has 
allocated its purchase price to the underlying 
assets and liabilides of Avco based on their respec
tive fair values. 

Presented below is the condensed unaudi ted 
statement of income which combines on a pro 
forma basis the statements of income of Textron 
and Avco for their respecdve 1984 fiscal years. 
T h e pro forma statement of income has been 
prepared as i f the purchase had occurred at the 
beginning of 1984. T h e pro forma results are 
not necessarily indicative of what would have 
occurred had the acquisition been consummated 
at that dme. 

Condensed pro forma stateinent of income 
(unaudited) 

(in millions excepi per sfiare amounl) 

Sales 
Cost of sales and selling 

and administradve expenses 

$3,658.5 

3,414.3 

Equity in pre-tax income of 
unconsolidated finance and 
insurance subsidiaries 

Interest expense —net* 

244.2 

188.4 
256.9 

Inconie from condnuing opera
fions before income taxes 

Income taxes 

Income from condnuing 
operadons 

Net inconie 

$ 

$ 

175.7 
61.3 

114.4 

150.4 

Inconie per cominon share: 
Income from continuing 

operations $ 3.13 

Net inconie 4.12 

*Includes interest on borrowings to finance tfie accjuisition of 
Avco using tfie approximate weigfited average interesi rale 

. Ifiat would fiave been payable for 1984 under Textron's 
credit agreements —12.25%. (Tfie credit agreements provide 
for floating rates of interest related to maikel rates.) 

3 . Discontinued Operations 
In 1985, Textron sold its American Research 
and Development, Fafnir Bearing, Jones & 
Lamson, Shuron, Spencer Kellogg and Sprague 
Meter Divisions and the John Sands Printing unit 
of Valendne Sands and in 1986 sold its Bosdtch, 
Bridgeport Machines, Dalmo Victor and Valentine 

Sands Divisions. T h e net gain on the sales of these 
Divisions, which had been deferred until the com
pledon (in July 1986) of Textron's asset disposition 
program, was $8 million, net of applicable income 
taxes, and the aggregate cash proceeds from the 
sales amounted to approximately $455 million in 
1986 and $210 miUion in 1985. 

T h e assets and liabilities of discontinued opera
tions not yet sold as of Deceinber 28,1985 were 
netted and cla.ssified separately in the consolidated 
balance sheet at that date. 

In early 1987, Textron decided to dispose of its 
Gorham Division and, therefore, Gorham's opera
dons for 1986 have been reflected in the consoli
dated stateinent of income as a discondnued 
operation. 

Operafing results o f the discondnued opera
dons are reported separately in Textron's consoli
dated statement of income. Such operations had 
aggregate sales of $203 million, $952 million and 
$1.1 billion in 1986,1985 and 1984, respecfively 
After-tax gains from sales of investments included 
in income from discontinued operations were 

3.6 million in 1985 and $5.6 million in 1984. 

4. Inventories 

(III millions) 
January 3, December 28, 

1987 1985 

Finished goods 
Work in process 
Raw materials and 

supplies 

$ 226.4 
1,417.7 

178.6 

\, 158.4 
1,324.8 

147.0 

Progress payments 
1,822.7 
(502.0) 

1,630.2 
(604.6) 

$1,320.7 $1,025.6 

5 . Other Current Liabilities 

(In millions) 
January 3, 

1987 
December 28, 

1985 

Salaries and wages 
Pensions 
Customers' deposits 
Interest 
Supplemental 

unemployment 
benefits 

Taxes, other than 
income taxes 

Other 

$142.7 
21.4 
43.5 
31.2 

65.1 

28.1 
405.9 

$100.1 
27.9 
32.8 
40.6 

71.0 

25.6 
315.0 

$737.9 113.0 
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6. Debt and Credit Facilities 
Long-term debt is summarized as follows: 

(In millions) 

Senior: 
Borrowings u n d e r or 

supported by credit 
facilides* 

12% Notes due 1990 
l l ' / 2 % Notes d u e 

1987 
11% Notes due 1995 
10%% Senior Notes due 

1998 
10'/4% Notes due 1987 
9'/4% Debentures d u e 

2016 
7 % % Eurodollar Sink

ing Fund Debentures 
due 1987 

7'/2% Sinking Fund 
Debentures d u e 1997 

Other notes (average 
approximately 8%) 

Total senior 

Subordinated: 
1 2 % % Subordinated 

Debentures d u e 2010 
1 1 % % Subordinated 

Notes d u e 1995 
9'/2% Subordinated 

Debentures d u e 2016 
7'/2% Subordinated 

Debentures d u e 1993 
5'/2% Subordinated 

Debentures d u e 1993 
(redeemable at $926 
per $1000 principal) 

Total subordinated 

Less current 
maturides 

January 3, 
1987 

$1,339.4 
64.6 

— 
99.7 

99.5 
— 

150.0 

6.0 

19.2 

48.5 

1,826.9 

— 

149.3 

147.6 

50.0 

16.8 

363.7 

2,190.6 

9.1 

$2,181.5 

December 28. 
1985 

$ 926.0 
64.5 

16.5 
99.7 

-

28.9 

-

10.8 

19.2 

38.2 

1,203.8 

99.8 

149.2 

— 

49.1 

19.3 

317.4 

1,521.2 

18.1 

$1,503.1 

Required payments during the next five years on 
long-term debt otitstanding at January 3,1987 
(excluding amounts that might become payable 
under the Company's revolving credit agree
ments) are as follows: $9.1 million in 1987; $2.8 
million in 1988; $3.6 million in 1989; $71.2 million 
in 1990 and $2.3 million in 1991. 

Textron maintains credit facilides with various 
domestic and foreign banks for borrowing funds 
on a short- and long-term basis. 

The Company has lines of credit, principally on 
an informal basis, totaling $213 million with cer
tain banks, which are available to the Company 
and are also partially available ($102 million) to 
Textron Financial Corporadon (TFC), an uncon
solidated subsidiary, for support of TFC's com
mercial paper borrowings. In .some cases, banks 
require that Textron maintain certain balances 
which are generated by the time lag in presenta
tion of company checks for payment. 

Additionally, Textron has revolving credit 
agreements with 42 banks for a credit facility of 
approximately $1.6 billion available until Novem
ber 1988, unless extended pursuant to the terms 
ofthe agreements (after which any outstanding 
loans will be payable in equal installments over 
four years, commencing one year thereafter) and 
$200 million available, which includes a foreign 
currency borrowing option, under a Facility 
Agreement which provides funds on a revolving 
basis with no loan mattiring after April 1991. These 
credit facilities are also available for support of com
mercial paper Based on these agreements, $784 
million of commercial paper and $555 million of 
bank borrowings have been classified as long-term 
debt at January 3,1987 ($476 million and $450 mif 
lion, respecdvely, at Deceinber 28,1985). 

Credit facilities not used or reserved as support 
for outstanding commercial paper or bank bor
rowings were $592 million at January 3,1987. 

Borrowings under these facilides generally are 
available at the banks' prime rate or at a surcharge 
over the banks' certificate of deposit rates or the 
London Interbank Offered Rate. Addidonal 
interest ranging from Vs of 1% to % of 1% is pay
able ifthe ratio of consolidated total borrowed 

*Tfie xveigfited average interesi rates on tfiese boirowings 
at January 3,1987 and December 28,1985 were 
6.15% and 8.57%, respectively, and. tfie weigfited aver
age interest rates for tlie years 1986 and. 1985 were 
6.94% and 9.04%, respectively. 

funds to consolidated tangible capital funds 
exceeds 1.25:1. Textron pays commitment and 
facility fees in connection with these agreements 
of no greater than 'A of 1% per annum on the 
unused portion of the credit facilities. 

Under the ternis ofthese agreements, Textron 
is required to maintain its consolidated total bor
rowed funds at a level not exceeding two times its 
consolidated tangible capital funds and may not 
permit the ratio of its consolidated earnings 
before interest and taxes to its consolidated inter
est expense to be less than 1.25:1. These provisions 
effectively limit to approximately $400 million the 
amountof retained earnings at January 3,1987 
available for payment of cash dividends and acqui
sition of treasury stock. 

Textron has entered into interest rate exchange 
agreements, over periods ranging from one to 
seven years, which had the effect of fixing the rate 
of interest on approximately $240 million of vari
able interest rate borrowings at January 3,1987 at 
approximately 11.09%. Net amounts due under 
interest rate exchange agreements increased inter
est expense by approximately $12.1 million and 
$8.1 million in 1986 and 1985, respecdvely. These 
agreements expire as follows: $50 million in 1987; 
$25 million in 1988 and $165 million thereafter 

In July 1986, Textron called for redempdon (in 
August 1986) its 12%% Subordinated Debentures 
due 2010. The redempdon price was 111.92% 
ofthe principal amountof $100 million, resulting 
in an extraordinary loss of $6.7 million, net of 
inconie taxes. 

In July 1985, Textron called for redemption (in 
August 1985) its 7%% Subordinated Debentures, 
which were exchangeable for shares of common 
stock of Allied Corporation owned by Textron. 
Holders of $83.2 million ofthese debentures 
exchanged their debentures for Allied shares, 
resulting in an extraordinary gain of $16.4 mil
lion, net of income taxes. 

The amount ofthe net assets of Textron's 
unconsolidated finance and insurance subsidiaries 
available for cash dividends and other payinents 
to Textron is restricted by the terms of agreements 
with their lenders. As of January 3,1987, approxi
mately $345 million of their net assets of $1.4 bil
lion were available to be transferred to Textron 
pursuant to these restrictions. See Note 5 to the 
combined financial statements of Textron's 
finance and insurance subsidiaries for further 

•^information about their debt. 

7. Shareholders' Equity 

Common stock offering 
On September 30,1985, Textron sold 4,000,000 
shares of its common stock in a public offering. 
The net proceeds from the sale approximated 
$185 million and were applied to reduce outstand
ing debt. Had the shares been sold at tbe begin
ning of 1985 and the proceeds used to reduce 
outstanding debt, Textron's net income per share 
for 1985 would have been $6.39. 

Prefeired stock 
Each share ofthe $2.08 Preferred Stock ($23.63 
approximate stated value) is convertible into 1.1 
shares of common stock and is redeemable by 
Textron at $50 pershare. In the event of involun
tary liquidadon, the stock is entitled to $50 per 
share and accrued dividends, and in the event of 
voluntary liquidation to $50 per share. 

Each share of $1.40 Preferred Dividend Stock 
($11.82 approximate stated value) is converdble 
into .9 shares of common stock and is redeemable 
by Textron at $45 per share. In the event of liqui
dation, holders ofeach share of such stock would 
receive accrued dividends and thereafter share 
ratably on a converted basis with holders of com
mon stock, subject to the prior rights ofthe $2.08 
Preferred Stock. 

Preferred stock purchase rights 
In March 1986, Textron declared a dividend of 
one Preferred Stock Purchase Right (Right) for 
each outstanding share of common stock. Each 
Right will endde the holder to buy one newly-
issued unit of Series C Junior Participafing Pre
ferred Stock at an exercise price of $175, subject to 
certain antidilution adjustments. The Rights will 
be exercisable only if a person or group becomes 
the beneficial owner of 20% or more of Textron's 
common stock or commences a tender or ex
change offer which would result in the offeror 
beneficially owning 30% or more of Textron's 
common stock. The Rights expire on March 20, 
1996 and may be generally redeemed by Textron 
at a price of $.05 per Right at any fime prior to ten 
btisiness days (as such period may be extended) 
after a public announcement ofthe existence of a 
20% holder 
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Unless the Rights shall have been redeemed, if 
any person accumulates 50% or more of Textron's 
common stock, or Textron is the surviving corpo
ration in a merger and its common stock is 
unchanged, or a 20% holder engages in certain 
self-dealing transactions, each holder of a Right 
will be entided to purchase Textron common stock 
(or in certain circumstances, a combination of 
securities and/or assets) having a value of twice the 
exercise price. Similarly, if Textron is involved in a 
merger or other business combination with 
another person in which its common stock is 
changed or converted, or if a sale of 50% or more 
of Textron's assets or earnings power is made to 
another person, each holder of a Right will be 
entitled to purchase common stock of such other 
person having a value of twice the exercise price. 

Stock options a n d performance units 
Textron's 1982 Long-Term Incentive Plan author
ized the grant ing of awards through Deceinber 31, 
1986 to key employees in either or both o f t h e fof 
lowing forms: (i) performance units and (ii) 
opdons to purchase Textron common stock. 

Performance unit awards entide recipients to 
incendve compensation payments based upon the 
degree of at tainment of multi-year performance 
targets established at the dme such awards are 
granted. Such payments may be in cash, shares of 
common stock, or a combinadon thereof, as deter
mined by a committee o f the Board of Directors. 

T h e Plan provided for both incentive stock 
options and non-qualified stock options and 
required that such opdons be exercisable, for no 
more than ten years, at a purchase price per share 
not less than the fair market value of Textron 
common stock at the date of grant. 

In 1986, the Board of Directors granted opdons 
on 56,725 shares of common stock unde r this 
plan. Options on 25,468 shares at an average pur
chase price of $38.35 per share were cancelled in 
1986, none of which were accompanied by stock 
appreciation rights (SARs). SARs allow the holder 
to receive upon exercising a stock option an 
amount of cash equal to the appreciadon in mar
ket value o f t h e shares covered by such exercise. 

Options on 180,152 shares were exercised in 
1986 at an average purchase price of $33.57 per 
share (85,937 of which were accompanied by 
SARs) and 2,444 shares were sur rendered upon 
exercise of SARs. Opdons on 365,764 shares were 
exercised in 1985 at an average purchase price of 
$34.64 per share and 57,513 shares were surren
dered upon exercise of SARs. Options on 35,530 
shares were exercised in 1984 at an average pur
chase price of $24.40 per share. At January 3, 
1987, opdons were outstanding on 600,068 shares 
(16,366 of which were accompanied by SARs) at 
an average purchase price of $44.10, of which 
378,021 shares, at an average purchase price of 
$39.76, were exercisable at that date. 

Reserved shares 
Shares of cominon stock were reserved at Janu
ary 3,1987, as follows: 

$2.08 Cumuladve Convertible 
Preferred Stock, Series A* 1,224,639 

$1.40 Converdble Preferred 
Dividend Stock, Series B* 709,310 

Opdons granted to employees 600,068 

2,534,017 

*Iiicludes sfiares issuable upon conversion of sfiares of pre
fened stock field in treasuiy. 

8. Leases 
Rental expense of condnuing operations was 
approximately $54 million, $49 million and $24 
million in 1986,1985 and 1984, respectively Mini
m u m rental commitments unde r noncancellable 
operadng leases in effect at January 3,1987 
approximated $106 million, of which $34 million 
is payable in 1987. 

9. Income Taxes 
Textron files a consolidated federal income tax 
return which includes all U.S. subsidiaries except 
the life instirance subsidiaries which file their cjwn 
separate returns. In addition, separate returns are 
filed for the various foreign subsidiaries. 

Details of income from continuing operations 
before income taxes, income taxes and the 

deferred income tax effects of timing differences 
are summarized as follows: 

(in millions) 

Income from condnuing operations before 
income taxes: 

United States 
Foreign 

Total 

Income taxes: 
Continuing operations 
Discondnued operations: 

Income (loss) from operations 
Gain on sales 

Extraordinary item 

Total 

Current : 
Federal 
State 
Foreign 

Deferred: 
Federal 
State 
Foreign 

Total 

Deferred income tax effects of dining differences: 
Additional depreciadon for tax purposes 
Inventory valuation and long-term contract 

amounts 
Finance stibsidiary transactions— 

principally leasing 
Disposition of discontinued operadons 
Insurance policy acquisition costs 
Liabilities for future policy benefits 
Other—net 

Total 

Following is a reconciliation of the federal statu
tory income tax rate to the effective income tax 
rate applicable to continuing operafions: 

Federal statutory income tax rate 
' Increase (reduction) in taxes resuldng from: 

State income taxes, net of federal tax benefit 
Investment tax credits 
Capital gains 
Tax exempt inteiest and dividends received deducdon 
Special deductions allowed life insurance companies 
Amortizadon of goodwill 
O t h e r - n e t 

Effecdve income tax rate 

1986 

$251.3 

$ 69.1 
29.5 
48.6 

147.2 

104,1 

$251.3 

$104.1 

1986 

45.7% 

1985 

$153.3 

36.9 
16.8 
33.3 

87.0 

66.3 

$153.3 

$ 66.3 

1985 

4 0 . 1 % 

1984 

$317.7 
127.1 

$444.8 

$203.2 

(3.9) 
58.4 
(6.4) 

$191.9 
108.9 

$300.8 

$120.7 

26.2 

6.4 

$126.8 
5.9 

$132.7 

$ 55.2 

29.2 

$ 8 4 4 

34.8 
3.5 
9.0 

47.3 

105.8 
(2.1) 

.4 

63.5 
.7 

2.1 

31.5 
3.2 
2.4 

37.1 

$ 84.4 

7.3 

40.5 

56.1 
(18.9) 
19.4 

(12.1) 
11.8 

$ 8.9 

2.9 

66.5 
(13.0) 
15.9 
(8.4) 
(6.5) 

$ 9.3 

(.6) 

36.7 
-
— 
-

(8.3) 

$ 37.1 

1984 

41.6% 

46.0% 

2.6 
(1.4) 
(1.6) 
(1.7) 
(1.7) 
2.7 

.8 

46.0% 

3.0 
(4.8) 
(2.1) 
(2.3) 
(1.6) 
3.5 

(1.6) 

46.0% 

1.5 
(4.8) 

-
(1.4) 

-
.1 
.2 
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The Tax Reform Act of 1986 (the Act) was 

enacted on October 22.1986. Among other things, 
the Act provides for reductions in 1987 and 1988 
in the marginal federal income tax rate for corpo-
radons and repeal ofthe investinent tax credit 
retroactive to the beginning of 1986. Textron's 
net income for the fourth quarter of 1986 was 
reduced by an immaterial amount related to the 
first nine months of 1986 as a result ofthe Act's 
repeal of the investment tax credit offset by the 
beneficial effect of lower tax rates on TFC's 
leveraged lease portfolio. 

The effective income tax rates for income (loss) 
from discontinued operations were 51.3%, 37.6% 
and 44.8% in 1986,1985 and 1984, respectively 
The effecdve tax rate in 1985 differs from the stat
utory rate primarily as a result of capital gains. 
The inconie tax on the 1986 gain on sales of dis
continued operations differs from the 1986 statu
tory tax primarily due to nondeductible foreign 
exchange losses and additional taxes on repa
triated earnings of foreign subsidiaries, partially 
offset by the effect of capital gains. 

Investinent tax credits included in net income 
(excluding $11.8 million resulting from an account
ing change in 1985) were $13 million (principally 
amortization of investment tax credits), $15 mil
lion and $9 million in 1986,1985 and 1984, respec
tively Due to the acquisition of Avco, Textron had 
approximately $50 million of tax credit cat ry-
forwards available at Deceinber 28,1985, which 
upon realization will be offset against goodwill. 
After applying the statutory reduction required by 
the Tax Reform Act of 1986, Textron has approxi
mately $41 million of tax credit carryforwards at 
January 3,1987. 

See Note 6 to the combined financial statements 
of Textron's finance and insurance subsidiaries for 
ftirther information about their income taxes. 

10. Contingencies 
There are pending or threatened against Textron 
and its subsidiaries lawsuits and proceedings, 
including some which allege violations of federal 
government procurement regulafions; involve 
environmental matters; or purport to be class 
actions. Among these suits and proceedings are 
some which seek compensatory treble or punitive 
damages in substantial amounts; indictments, 
fines, penalties or resdtution; the clean up of waste 
disposal; or under federal government procure
ment regulations, could result in suspension or 
debarment ofthe company or subsidianes from 
U.S. Government contracting for a period of dme. 
These suits and proceedings are being defended 
or contested on behalf of Textron and its subsidi
aries. On the basis of information presently avail
able, Textron believes that any such liability or the 
impact of the applicadon of perdnent federal gov
ernment procurement regulations would not have 
a material effect on Textron's financial statements. 

11. Financial Information by Business Segment 
and Geographic Area 

Financial inforination by business segment and 
geographic area includes amounts related to con
tinuing operations of both con.solidated and 
unconsolidated subsidiaries. The operations of 
Ex-Cell-O and Avco are included from September 

17, 1986 and January 10,1985, respecdvely 
In connection with the acquisition of Ex-Cell-O, 

Textron's business segments have been revised as 
follows: 

Segment Divisions 

Aerospace Technology: 
Helicopters 

Propulsion 

Systems 

Commercial Products 

Financial and Other Services: 
Finance 

Insurance 

Management Services 

Bell Helicopter Textron 

Avco Lycoming Stratford; Avco Lycoming Williamsport; Aircraft 
Engine Components; Airfoil Textron; Fuel Systems Textron 

Avco Aerostructures; Bell Aerospace Textron; Cadillac Gage Textron; 
HR Textron; Textron Marine Systems; Avco Research Laboratory; 
Avco Specialty Materials; Avco Systems 

E-Z-Go; Homelite; Jacobsen Turf; CWC Castings; Davidson Exterior 
Trim Textron; Davidson Instrument Panel Textron; Davidson Interior 
Trim Textron; McCord Winn Textron; Randall; Camcar; Cherry; 
Townsend; Contractor Tool and Equipinent Textron; Ex-Cell-O Euro
pean Machine Tool; Ex-Cell-O North American Machine Tool; Avco 
Electronics; Sheaffer Eaton; Speidel 

Avco Financial Services; Textron Financial Corporation 

Avco Insurance Services/Balboa Life and Casualty; Paul Revere 
Insurance Group 

Avco Management Services (Avco Overseas Services Corporation) 

For a descriplion of tfie business comprising eacfi segment, see pages 34 lo 38 of tfiis reporl. 

58 
59 



Financial Information by Business Segment and 
Geographic Area 

Business Segments 

(In millions) 1986 

$1,098 
1,044 
1,444 

Revenues 

1985 1984 

$ 855 $ 672 
827 

1,058 339 

Income 

1986 1985 

$ 71 $ 60 
96 78 

100 65 

1984 

$ 30 

29 

Aerospace Technolog^y: 
Helicopters 
Propulsion 
Systems 

3,586 2,740 1,011 267 203 

Commercia l Products 1,365 1,232 1,137 134 92 103 

Financial and Othe r Services: 
Finance 
Insurance 
Management Services 

Income from continuing operadons 
before income taxes 

905 
1,023 

72 

843 
840 

66 

61 28 
96 
32 

142 
71 
40 

21 

Corporate expenses and other—net 
Interest e x p e n s e - n e t 

2,000 

$6,951 

1,749 

$5,721 

61 

$2,209 

256 

657 

(32) 
(180) 

253 

548 

(43) 
(204) 

21 

183 

(28) 
(22) 

$445 $301 $133 

Depreciation Capital expenditures Identifiable assets 

1986 

$ 16 
21 
38 

1985 

$ 15 
18 
30 

1984 

$14 

5 

1986 

$ 33 
28 
61 

1985 

$ 33 
17 
56 

1984 

$ 42 

7 

$ 

1986 

649 
1,242 

884 

$ 

1985 

646 
602 
578 

1984 

$ 635 

208 

Aerospace Technology: 
Helicopters 
Propulsion 
Systems 

75 63 19 122 106 49 2,775 1,826 843 

Commercia l Produc ts 30 25 24 48 33 28 1,030 541 1,075 

Financial and Othe r Services: 
Finance 
Insurance 
Management Services 

6 
7 

17 
12 

4,452 
3,098 

50 

4,530 
2,780 

55 

627 

13 10 29 17 7,600 7,365 627 
Discontinued operadons 
Corporate 
Eliminations 

23 
3 

24 
2 

6 
5 

29 
4 

37 
5 315 

(8) 

398 
223 

(5) 
114 

(1) 
$128 $124 $69 $210 $189 $119 $11,712 $10,348 $2,658 

Notes to Business Segments 
(i) Incomefor ihe Fimince segment is net of interest expense. 
(ii) Income of tfie insurance subsidiaries includes net capital gains of 
$31 million in 1986 and $12 million in 1985. 
(Hi) Management Services' income represents primarily profits of a foreign 

venture in tlie Middle East. Such profits are recognized to tfie extent Ifiey 
are available fur remitlance. 
(iv) Corporate expenses for 1986 and 1985 include gains on tlie .sale of 
securities of $20 million and $10 million, respectively. 

60 

Geographic Areas 

(In iniUions) 

Revenues and income by o r i g i n -
continuing operadons: 

United States 
Canada 
Western Europe 
Australia 
Middle East 
Other locadons 

Corpora te expenses and o t h e r - n e t 
Interest expense—net 

Inconie from continuing operations 
before income taxes 

Desdnadon of U.S. e x p o r t s - c o n d n u i n g operations: 

Western Europe 
Far East 
Middle East 
Canada 
South America 
Other locations 

1986 

$6,400 
238 
129 
114 

37 
33 

$6,951 

Revenues 

1985 

$5,176 
219 

89 
120 
47 
70 

$5,721 

1984 

$2,062 
66 
39 
31 

11 

$2,209 

-

1986 

$535 
28 
14 
46 
33 

1 

657 

(32) 
(180) 

$445 

Income 

1985 

$ 4 4 1 
25 

2 
35 
41 

4 

548 

(43) 
(204) 

$ 3 0 1 

Export sales 

1986 

$281 
188 
106 

79 
45 
87 

$786 

1985 

$ 2 3 2 
173 
145 
67 
48 
52 

$ 7 1 7 

1984 

$172 
6 
2 
4 

(1) 

183 

(28) 
(22) 

$133 

1984 

$ 65 
95 
87 
50 
26 
45 

$368 

Idendfiable assets by location: 

United States 
Canada 
Australia 
Western Europe 
Middle East 
Other locations 
Discondnued operations 
Corporate 
Eliminations . 

Identifiable assets 

1986 1985 1984 

$ 9,835 
854 
362 
310 

41 
15 

315 
(20) 

8,187 
758 
417 
224 

44 
121 
398 
223 
(24) 

$2,297 
60 

121 
106 

34 

114 
(74) 

$11,712 $10,348 $2,658 

Revenues include sales lo tfie U.S. Govemment of $2.7 billion, $1.9 bU
lion and $613 million m 1986,1985 and. 1984, respectively. 
Revenues between segments luere approximately I % of total revenues in 
each of tfie years 1984 to 1986. Revenues between geograpfiic areas. 

predominantly revenues of U.S. divisiom, were approximately I%of 
lolcd revenues in each of tlie years 1984 to 1986. 
Corporate assets are principally cash and sfiort-term investm.eiils and 
noles receivable. 
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Quarterly Financial and Stock 
Information 1986 and 1985 
(Unaudited) 

1st Quarter 2nd Quarter 

(In millions except persfuire amounti) 

Income Statement 
Sales 
Costs and expenses: 
Cost of sales 
Selling and administradve 

1986 1985 1986 1985 

3rd Quarter 

1986 1985 

4th Quarter 

1986 1985 

$1,015.2 $921.2 $1,127.6 $994.8 $1,339.3 $936.0 $1,541.2 $1,186.5 

814.5 738.8 896.5 802.0 1,067.5 742.2 1,233.4 892.2 
129.5 124.4 144.3 131.3 161.0 122.7 175.4 193.4 

Equity in pre-tax inconie of unconsolidated 
finance and insurance subsidiaries 

I nterest ex pense - net 

Inconie from continuing operations before 
income taxes 

Income taxes 

71.2 

57.0 
42.6 

85.6 
36.1 

58.0 

58.2 
47.6 

68.6 
26.1 

86.8 

58.9 
38.5 

107.2 
46.2 

61.5 

56.8 
54.9 

63.4 
24.5 

110.8 

50.7 
42.7 

118.8 
53.6 

71.1 

53.6 
55.5 

69.2 
28.5 

132.4 

56.9 
56.1 

133.2 
67.3 

100.9 

44.8 
46.1 

99.6 
41.6 

Income from continuing operations before 
extraordinary item and cumulative effect 
of a change in accoundng principle 

Discontinued operations: 
Income (loss) from discontinued 

operations, net of inconie taxes 
Gain on sales of discontinued operations, 

net of income taxes 
Extraordinary item, net of income taxes 
Cumulative effect of a change in accounting 

principle 

49.5 42.5 61.0 38.9 65.2 40.7 65.9 58.0 

.9 6.1 9.7 13.7 

8.0 
(6.7) 16.4 

(4.9) 14.0 

11.8 

Net income $ 50.4 $ 60.4 $ 61.3 $ 48.6 $ 66.5 $ 70.8 $ 61.0 $ 72.0 

Income per common share: 
Income from continuing operations before 

extraordinary item and cumulative 
effect of a change in accounting principle $ 1.21 $ 1.18 

Discondnued operations .02 .17 
Extraordinary item — — 
Cumulative effect of a change in 

accounting principle — .33 

$ 1.48 1.07 $ 
.27 

-

-

1.58 $ 1.12 $ 
.19 .37 

(.16) .45 

-

1.59 $ 
(.12) 

— 

-

1.46 
.35 

-

-

Net inconie $ 1.23 $ 1.68 $ 1.48 $ 1.34 $ 1.61 $ 1.94 $ 1.47 $ 1.81 

C o m m o n Stock Informat ion 
Price Range: 

High 
Low 

Dividend per share 

$ 
$ 
$ 

64% $ 4 5 % 
4 8 % $ 32% 

.45 $ .45 

$ 651/4 $ 5 5 $ 5 9 % $ 5 9 % $ 70 $ 5 1 % 
$ 5 5 % $ 4 3 ' A $ 50V4 $ 4 5 $ 55 $ 44Vs 
$ .45 $ .45 $ .45 $ .45 $ .45 $ .45 

Tfie 1986 data include tfie operations of Ex-Cell-O from September 17,1986. 

62 i 

Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Statement of Income 

For each of tfie tfiree years in tfie period ended January 3,1987 
(III •millions) 1986 

Revenues : 
Interest, discount and service charges 
Credit life, disability and casually insurance 

premiums 
Life, accident and health insurance premiums, 

annuities and other 
Investment income (including net capital gains) 

Total revenues 1,927.6 

Expenses : 
Interest and debt expense 
Provision for losses on collecdon of receivables, 

less recoveries 
Credit life, disability and casualty insurance 

losses and adjustment expenses, less recoveries 
Death and other insurance benefits 
Increase in insurance policy and deposit liabilities 
Amortization of insurance policy acquisition costs 

(including cost of insurance in force) 
Other operat ing expenses 

See notes to combined financial statements. 

1985 

$ 877.2 

298.1 

477.3 
275.0 

$ 835.7 

216.7 

410.9 
219.4 

1,682.7 

392.3 

96.4 

197.3 
287.1 
163.5 

111.2 
456.3 

358.8 

74.9 

134.1 
212.2 
182.4 

72.1 
434.8 

1984 

$60.8 

60.8 

34.2 

4.6 

Total expenses 

Inconie before income taxes 
Income taxes 

Net income 

1,704.1 

223.5 
86.7 

$ 136.8 

1,469.3 

213.4 
85.5 

$ 127.9 

39.6 

21.2 
9.1 

$12.1 
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Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Balance Sheet 

(In millions) 

Assets 

Cash 
Investinents 
Receivables 

Unearned charges 

Net receivables 
Allowance for losses 

Prepaid expenses and other receivables 
Unamortized insurance policy acquisidon costs 

(including cost of insurance in force) 
Goodwill (less accumulated amortization of $37.3 and $18.1) 
Other assets 

Total assets 

Liabilities and equity 

Short-term debt—unsecured: 
Banks 
Commercial paper 

Total short-term debt 
Accounts payable and accrued liabilifies 
Income taxes (principally deferred) 
Insurance reserves and claims: 

Future policy benefits and claim liabilities 
Premium deposits and purchase paynient funds 
Unearned insurance premiums 
Losses and adjustment expenses 

Long-term debt—unsecured: 
Senior notes and debenttires 
Senior subordinated notes and debentures 
Junior subordinated and capital notes 

Total long-term debt 

Equity 

Total liabilities and equity 

See notes to combined financial statements. 

January 3, 
1987 

4,324.8 
(136.2) 

4,188.6 
79.6 

326.0 
429.4 
150.8 

$7,549.5 

$ 52.0 
547.7 

599.7 
297.1 
129.9 

950.0 
785.3 
222.5 
128.4 

2,577.6 
369.0 

95.8 

3,042.4 

1,394.2 

$7,549.5 

December 28, 
1985 

$ 67.6 
2,307.5 
4,957.2 

(632.4) 

$ 49.8 
2,066.6 
5,069.8 
(696.4) 

4,373.4 
(137.4) 

4,236.0 
93.9 

279.9 
447.8 
135.6 

$7,309.6 

93.9 
800.8 

894.7 
228.9 
142.4 

828.7 
729.7 
222.2 

98.6 

2,474.4 
295.1 

95.5 

2,865.0 

1,299.4 

$7,309.6 

Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Statement of Changes in Financial Position 

For each of tfie ttiree years in tfie period ended January 3,1987 
(III millions) 1986 

Source of funds: 
From operations: 

Net income $ 136.8 
Increase in insurance policy liabilities 163.5 
Aniorfizadon of insurance policy acquisition costs 

(including cost of insurance in force) 111.2 
Provisions for losses on collection of receivables 115.5 
Increase (decrease) in accounts payable, accrued 

liabilities and other 121.5 
Increase in unearned insurance premiums and 

reserves for insurance losses and adjustment 
expenses 

Depreciadon and amordzation 

Total from operations 
Additions to long-term debt 
Proceeds from sales of investinents 
Capital contribution from Textron 

Total $2,052.7 

Use of funds: 
Purchases of investments 
Reductions in long-term debt 
Increase in receivables 

(net of unearned charges) 
Addidons to insurance policy acquisidon costs 
Cash dividends paid 
Decrease (increase) in short-term debt 
Increase (decrease) in cash (excludes cash 

at date of acquisition) 

O t h e r net 

$ 992.6 
408.0 

109.6 
157.3 
39.8 

295.0 

17.8 
32.6 

Total $2,052.7 

See notes to combined financial statements. 

1985 

$ 127.9 
182.4 

72.1 
92.8 

(19.1) 

12,787.8 

; i , 3 i 3 . i 
759.5 

629.8 
95.6 
49.4 
93.3 

(20.6) 
(132.3) 

$2,787.8 

1984 

$ 12.1 

42.5 

30.1 
30.3 

708.9 
573.0 
770.8 

_ 

63.3 
28.5 

547.9 
1,330.6 

893.9 
15.4 

-
.3 

55.7 
125.0 

-
— 

$180.7 

150.3 

95.8 

(65.8) 

.4 

$180.7 
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Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Statement o f Changes in Equity 

For each of llie tliree yean in the penod ended January 3,1987 
(In millions) 

Balance December 31, 1983 
Net income 

51.7 
12.1 

Balance December 29,1984 
Equity of AFS at date of acquisidon 
Capital contribution from Textron to TFC 
Currency transladon adjustment 
Marketable equity securities valuation adjustment 
Net inconie 
Dividends 
Other 

63.8 
1,163.9 

15.4 
(24.8) 

2.7 
127.9 
(494) 

(-1) 

Balance December 28, 1985 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends 

1,299.4 
(2.1) 

(.1) 
136.8 
(39.8) 

Balance January 3,1987 $1,394.2 

See notes to combined financial statements. 

Textron Inc. 
Finance and Insurance Subsidiaries 
Notes to Combined Financial Statements 

I. Summary of Significant Accounting Policies 

Principles of combination 
Tbe accompanying combined financial statements 
include the accounts of Textron's subsidiaries 
engaged in finance and insurance operadons: 
Textron Financial Corporation (TFC) and Avco 
Financial Services, Inc. (AFS), consisfing of Avco 
Financial Services Group, Avco Insurance 
Services/Balboa Life and Casualty and the Paul 
Revere Insurance Group. 

The results of operadons of AFS are included 
in the combined financial statements from Janu
ary 10,1985 and Textron's allocation of its pur
chase price to the assets and liabilides of AFS is 
reflected in these combined financial statements. 

Finance subsidiaries 
Interest and discount charges are generally recog
nized in revenues on the effecdve yield method. 
Unearned charges represent the pordon ofthe 
finance charge or discount included in the original 
face ainount ofthe related receivables which is 
determined to be unearned on the balance sheet 
date. The unearned charges are transferred to 
revenues on the accrual basis generally beginning 
in the month following acquisidon. Generally no 
portion of unearned charges is recognized in 
earnings to offset acquisidon costs except on leas
ing contracts. When charges are not included in 
the onginal face amount ofthe loan, the charges 
are generally recognized in revenues as collected. 

Receivables are written off when they are 
deemed uncollecdble, but in any event consumer, 
real estate, retail installment and credit card 
accounts for which no paynient has been received 
for eight consecudve months are written off Pro
visions for losses on accounts receivable are 
charged to earnings in such amounts as manage
ment believes to be adequate. 

TFC derives a substandal porfion of its business 
. from financing the sale and lease of products 
manufacturedand sold by Textron. In 1986, 1985 
and 1984, TFC paid Textron $228.8 million, 
$255.0 million and $300.7 million, respecdvely, for 
the purchase of receivables. Under an operadng 
agreement with Textron, TFC generally has 
recourse to Textron with respect to finance receiv
ables and leases of products manufactured and 
sold by Textron. At January 3, 1987, net finance 
receivables of $405.3 million ($379.4 million at 
December 28,1985) were due from Textron or 
subject to recourse to Textron. 

The net investment in finance leases included 
in receivables consists ofthe sum of all minimum 
lease payments and esfimated residual values, less 
unearned income. 

The investment in leveraged leases consists of 
the sum of all lea.se payments (less the portion 
applicable to principal and interest on non
recourse debt) plus esdmated residual values, less 
unearned income. Unearned income and invest
ment tax credits are included in income over the 
terms of such leases to produce a constant rate 
of return on the net investment after a portion of 
unearned income is recognized in earnings to 
offset direct acquisition costs. 

Insurance subsidiaries 
Credit Life, Disability atid Casualty Insurance 

Approximately 52% and 63% ofthe credit life 
and disability insurance premiums earned and 
7% and 10% ofthe casualty insurance premiums 
earned in 1986 and 1985, respecfively, were 
direcdy related to the consumer loan acdvities of 
Avco's finance subsidiaries. Unearned insurance 
premiums are taken into earnings over the life of 
the policies (i) on the sum-of the-digits method 
for decreasing term credit life insurance coverage 
and on the pro rata method for level term credit 
life coverage, (ii) in reladon to andcipated claims 
for disability insurance and (iii) on the pro rata 
method for casualty insurance. The cost of acquir
ing new business (principally commissions and 
premium taxes) is charged to expense in the 
same manner as the related premiums are taken 
into earnings. 

Healtll and Life hviurance 
Group health and life insurance premiums are 
recognized in income when due; individual health 
insurance and annuity premiums are recognized 
in income when received. 

Certain costs directly related to acquiring new 
health, life and annuity business (principally com
missions and selling, selection and policy issue 
expenses) are deferred and amortized over the 
policies' premium paying periods in the propor
tion that annual premium revenue bears to total 
andcipated premium revenue. Amortizadon 
schedules have been based on interest and with
drawal assumptions consistent with those used to 
compute liabilides for future policy benefits. 

Liabilities for future policy benefits have been 
computed by the net level premium method based 
upon esfimated future investment yield and Paul 
Revere's experience on mortality morbidity with-
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diawals and other assumptions. At January 3, 1987 
and Deceinber 28, 1985, the liability for fiiture 
policy benefits and claim liabilities aggregated 
$950.0 million and $828.7 million, respecdvely 
and included 60% and 57% for individual health, 
27% and 29%o for individual life, 12% and 13% for 
group products and 1% and 1% for individual 
annuities, respecdvely. This excludes the liability 
for premium deposits and purchase payment 
funds applicable to annuides aggregadng $785.3 
million and $729.7 million at January 3, 1987 and 
December 28, 1985, respecdvely. 

Translation of foreign currencies and foreign 
exchange transactions 
Adjustments resulting from the translation ofthe 
financial statements of foreign operations are 
excluded from the determination of income and 
accumulated in a separate component of equity 
until sale or substanfial liquidation of an invest
ment in a foreign entity and amounted to accumu
lated charges to equity of $26.9 million and $24.8 
million at January 3,1987 and December 28, 
1985, respecdvely. Foreign exchange gains and 

3. Receivables 
The maximum term over which consumer loans 
and retail installment contracts are written is 120 
months, but approximately 90% ofthese loans are 
written with terms of 48 months or less. Real estate 
loans are written with a maximum term of 180 
months. Credit card receivables are written under 
open ended revolving charge contracts. The maxi
mum term over which leases, other than leveraged 

losses included in income in 1986, 1985 and 1984 
were a $4.4 million gain in 1986, a $ 1.0 million 
loss in 1985 and a $.1 million gain in 1984. 

Goodwill 
Goodwill is being amortized on the straight-line 
method over 25 years. 

2. Acquisition 
Presented below is a condensed unaudited pro 
forma statementof income of Textron's finance 
and insurance subsidiaries for 1984 as if Textron's 
acquisidon of Avco had occurred at the beginning 
of that year 

(In millions) 

Revenues 
Expenses 

Income before inconie taxes 
Income taxes 

Net income 

$1,494.8 
1,306.4 

188.4 
70.4 

$ 118.0 

leases, are written is 216 months; leases are gener
ally written for three to seven years and offer a 
choice of payment plans to suit the customer's cash 
flow and tax position. 

Estimated contractual maturities of receivables 
outstanding at January 3,1987 and receivables 
(less unearned charges) outstanding at January 3, 
1987 and December 28,1985 were as follows: 

(In millions) 

Consumer 
Real estate 
Instal lment-principal ly retail 
Credit card 
Commercial 
Finance leases 
Leveraged leases 
Other 

$ 

Contractual maturit ies 

1987 

872.1 
191.3 
424.3 

82.7 
45.0 

165.0 
3.6 

100.6 

$1,884.6 

$ 

1988 

553.9 
124.6 
153.4 
64.4 

— 

145.1 
3.7 

20.7 

$1,065.8 

1989-2001 

$ 292.3 
710.2 
224.8 
226.1 

— 

330.2 
210.8 

12.4 

$2,006.8 

Less 

uneamed 
charges 

$222.2 
59.6 

111.2 
1.9 

— 
125.7 
103.6 

8.2 

$632.4 

Receivables 
outstanding 

1986 

$1,496.1 
966.5 
691.3 
371.3 

45.0 
514.6 
114.5 
125.5 

$4,324.8 

1985 

$1,502.2 
942.2 
737.2 
406.6 

39.0 
480.4 
146.2 
119.6 

$4,373.4 

Experience has shown that a substantial major
ity of consumer and real estate loans and install
ment contracts will be refinanced many months 
prior to contractual maturity dates. During 1986 
and 1985, cash collecdons (excluding unearned 

charges included in net earnings) of receivables 
were $2.1 billion and $2.2 billion, respectively, and 
the rado of cash collecdons to average net receiva
bles was approximately 50% and 54%, respecdvely. 

4. Investments 

(In millions) 

Commercial p a p e r at 
cost (approximates 
market) 

Bonds, at amordzed 
cost (esdmated 
inarket: $1,892.4 
and $1,701.3) 

Marketable equity 
securities, at 
market (cost: 
$24.3 and $30.0) 

First mortgages on 
real estate, at cost 

Policy loans and 
other investinents. 
at cost 

January 3, 
1987 

$ 149.3 

1,754.3 

27.2 

313.1 

63.6 

$2,307.5 

December 28, 
1985 

$ 102.6 

1,590.5 

33.1 

276.8 

63.6 

$2,066.6 

Approximately 80% of investnient income in 1986 
and 84% of investment income in 1985 was attrib
utable to interest on commercial paper and bonds 
and 13% and 14% of such income was derived 
from first mortgages on real estate in 1986 and 
1985, respectively. 

Investments in long-term bonds are generally 
held until maturity and are carried at amordzed 
cost. Net unrealized appreciation of bond market 
values during 1986 and 1985 was $28.2 million 
and $114.5 million, respectively. 

A valtiadon adjustment represendng the excess 
of aggregate market value over aggregate cost of 
marketable equity securities has been credited 
direcdy to equity. Such excess at January 3,1987 
of $2.6 million represented gross unrealized gains 
(net of applicable taxes). 

Net realized gains and losses after inconie taxes 
resulting from sales of marketable equity securities 
were a $1.5 million gain and $1.4 million loss in 
1986 and 1985, respectively. The cost of securities 
sold was based primarily on the specific identifica
tion method. 

.5. Debt 
AFS and TFC are independent borrowers and, 
accordingly, their debt is supported only by their 
own respective assets. 

At January 3,1987, AFS and TFC had lines of 
credit with various banks amounfing to $1.3 bil
lion, of which $605 million related to long-term 
loans. Based on some of these credit agreements, 
$325 million of commercial paper has been classi
fied as senior long-term debt at Jantiary 3,1987 
($425 million at December 28,1985). Lines of 
credit not used or reserved as support of out
standing conimercial paper amounted to $699 
million, of which $90 million related to long-term 
loans. In support of these lines, AFS and TFC 
generally pay fees and/or maintain compensating 
balances. 

In addition, Textron maintains short-term 
linesof credit with a number of banks. Some of 
these lines are available to TFC, principally on an 
informal confirmed basis, to the extent of $102 
million at January 3,1987, of which $58 million 
was used or reserved as support for outstanding 
commercial paper 

Under an operating agreement, Textron has 
made available to TFC a line of credit of up to $60 
million for junior subordinated borrowings at 
prime rate (7.5% at January 3,1987). The operat
ing agreement further provides that Textron shall 
loan TFC interest free an amount not to exceed 
the deferred income tax liability of Textron attrib
utable to the manufacturing profit deferred on 
products manufactured by Textron and financed 
by TFC. TFC had junior subordinated borrowings 
of $20.4 million outstanding at January 3,1987 
($20.3 million at December 28,1985) under this 
arrangement. Under another operating agree
ment, Textron has agreed to cause TFC's pre-tax 
income available for fixed charges to be not less 
than 125% of fixed charges. 

AFS and TFC have entered into interest rate 
exchange agreements, over periods ranging from 
one to seven years, which had the effect of fixing 
the rate of interest on approximately $395 million 
of variable interest rate borrowings at January 3, 
1987 at approximately 10.6%. Net amounts due 
under interest rate exchange agreements 
increased interest expense by approximately $15.3 
million during 1986, increased interest expense by 
approximately $6.5 million during 1985 and 
decreased interest expense by approximately $.2 
million during 1984. These agreements expire as 
follows: $150 million in 1987, $78 million in 1988 
and $167 million thereafter 
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if 
Long-term debt is summarized as follows: 

December 28, 
(In niillions) 

January 3, 
1987 1985 

Senior notes and 
debentures; interest 
at6.125%-17751%; 
1987 to 1999 
maturity dates $2,577.6 

Senior subordinated 
notes and deben
tures; interest at 
8.25%-12.75%; 1987 
to 1996 maturity 
dates 369.0 

Junior subordinated 
and capital notes; 
interest at 
9.75%-13.62%; 1987 
to 1992 maturity 
dates 95.8 

$2,474.4 

295.1 

95.5 

$3,042.4 $2,865.0 

Required payments during the next five years 
on long-term debt outstanding at January 3,1987 
(excluding $325 million of commercial paper sup
ported by revolving credit agreements) are as fol
lows: $233.9 million in 1987; $216.1 million in 
1988; $280.7 million in 1989; $440.9 million in 
1990 and $482.2 million in 1991. 

The long-term notes, debentures and loan 
agreements of AFS and TFC contain various 
restrictions on the declaration or payment of cash 
dividends and other payments to Textron. The 
long-term notes, debentures and loan agreements 
also contain various provisions restricting addi
tional debt, the creation of liens or guarantees and 
the making of investments. 

6. Income Taxes 
The provisions for income taxes ofthe U.S. 
finance subsidiaries and casualty insurance subsid
iaries are calculated based on these subsidiaries 
being included in the consolidated U.S. federal 
income tax return filed by Textron. The provi
sions for income taxes also include amounts for 
the U.S. life insurance subsidiaries and foreign 
subsidiaries which file their own separate income 
tax returns. 

Under the statutes in effect before the Deficit 
Reduction Act of 1984 (1984 Act), a pordon of 
"gain from operadons" of U.S. life insurance 
companies was not subject to current income taxa
tion but was accumulated for tax purposes in a 
memorandum tax account. The 1984 Act prohib
ited any additions to the policyholders' surplus 

memorandum account for taxable years begin
ning after December 31,1983. At January 3,1987 
policyholders' surplus was $104.9 million. Under 
present circumstances it is not andcipated that any 
ofthese untaxed earnings will become taxable. 

The Tax Reform Act of 1986 (the Act) was 
enacted on October 22,1986. Among other things, 
the Act provides for reductions in 1987 and 1988 
in the marginal federal income tax rate for corpo
rafions. Net income for the fourth quarter of 1986 
was increased by $5.0 million related to the first 
nine months of 1986 principally as a result of the 
beneficial effect of lower tax rates on TFC's 
leveraged lease portfolio. 

Details of income before income taxes, income 
taxes and the deferred income tax effects of 
dining differences are summarized as follows: 
ihiMlM^) "̂  1986 1985 1984 

Income before 
income taxes; 

United States 
Foreign 

Total 

Income taxes: 
Current: 

Federal 
State 
Foreign 

Deferred: 
Federal 
State 
Foreign 

$140.1 
83.4 

$223.5 

$ (37.0) 
6.1 

39.7 

8.8 

76.4 
.2 

1.3 

$143.2 
70.2 

$213.4 

$ (36.6) 
4.7 

29.3 

(2.6) 

84.7 
2.4 
1.0 

$21.2 

$21.2 

$(22.0) 
.2 

(21.8) 

30.7 
.2 

77.9 30.9 

Total $ 86.7 $ 85.5 $ 9.1 

Deferred income tax 
effects of fiming 
differences: 

Leveraged 
leases 

Finance leases 
Insurance policy 

acquisifion 
costs 

Liabilides for 
future policy 
benefits 

Other 

$ 39.3 
25.4 

19.4 

(12.1) 
5.9 

$ 40.8 
29.3 

15.9 

(8.4) 
10.5 

$28.0 
4.8 

— 

-
(1.9 

Total $ 77.9 88.1 $30.9 

Deferred income taxes have not been provided 
for the undistributed earnings of foreign subsidi
aries which aggregated approximately $255 mil
lion atjanuary 3,1987. Management's intention is 
to reinvest such undistributed earnings outside 
the United States foran indefinite period,except 
for distribufions upon which incremental U.S. 
income taxes would not be material. 

Investinent tax credits are accounted for under 
the deferral methoci for the leasing operations 
and under the flow-through method for all other 
operations. Investment tax credits included in net 
income were $9.9 million (principally amortization 
of investment tax credits), $12.0 million and $1.6 
million in 1986,1985 and 1984, respectively 

Following is a reconciliation ofthe federal statu
tory income tax rate to the effective income tax 
rate: 

Federal statutory 
income tax rate 

Increa.se (reduction) 
in taxes resuldng 
from: 
State income taxes. 

net of federal 
tax benefit 

Investment tax 
credits 

Tax exempt 
interest and 
dividends 
received 
deduction 

Foreign income 
taxed at lower 
effective rates 

Special deduc
tions allowed 
life insurance 
companies 

Net capital gains 
Amortizadon of 

goodwill 
Other-net 

Effecdve inconie 
tax rate 

1986 

46.0% 

1.5 

(1.8) 

(3.3) 

(2.3) 

(3.3) 
(1.8) 

3.7 
.1 

38.8% 

1985 

46.0% 

1.6 

(3.4) 

(2.8) 

(1.6) 

(2.3) 
(1.3) 

3.9 
-

40.1% 

1984 

46.09 

1.0 

(3.4) 

(1.3) 

-

-
-

-
.8 

43.19 

7. Profit Sharing, Retirement, Pension Plans and 
Post-retirement Benefits 

The various subsidiaries have retirement plans 
(principally non-contributory) which cover sub
stantially all employees. Redrement plan expense 
for 1986 and 1985 was $9.1 million and $10.5 mil
lion, respecdvely. The amount in 1984 was insig
nificant. Retirement costs are funded as accrued. 

In addition to providing such benefits, the vari
ous subsidiaries provide certain health care and 
life insurance benefits for certain refired employ
ees. Eligibility for these benefits is restricted to the 
particular benefit plans at the particular locations 
offering redree benefits. These redree benefits 
and similar benefits for active employees are 
administered through an insurance company 
whose premiums are based on the benefits paid 
during the year The cost of providing these bene
fits is recognized by expensing the premiums and 
costs as incurred. Such costs were $10.0 million 
and $10.7 million for 1986 and 1985, respecdvely 
The cost of providing these benefits for the 690 
retirees (680 in 1985) receiving such benefits is not 
separately identifiable from the cost of providing 
such benefits for the approximately 9,000 (8,600 
in 1985) acdve employees. 
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8. F inancia l Information by 
Business Segment 

(In millions) 

Revenues: 
Finance: 

Consumer 
Commercial 

Insurance: 
Credit life, disability and casualty 
Health and life 

Income: 
Finance: 

Consumer 
Coinmercial 

Insurance: 
Credit life, disability and casualty 
Health and life 

Idendfiable assets: 
Finance: 

Consumer 
Conimercial 

Insurance: 
Credit life, disability and casualty 
Health and life 

1986 

$ 777 

128 

905 

335 

688 

1,023 

$1,928 

$ 99 

29 

128 

16 

80 

96 

$ 224 

$3,398 

1,054 

4,452 

697 

2,401 

J,098 

$7,550 

1985 

$ 736 
107 

843 

250 

590 

840 

$1,683 

119 

23 

142 

21 
50 

71 

$ 213 

$3,592 

938 

4,530 

617 

2,163 

2,780 

$7,310 

1984 

61 

61 

$ 61 

21 

21 

$ 21 

512 

512 

$512 

Notes to Bu.siness Segments 
(i) Income attribuiable to U.S. operations was 69% of income for 1986,67% for 1985 and 100% for 1984. 
(ii) Identifiable as.sets in the U.S. amounted to 82% of total identifiable cussets at the end of 1986,81 % at tfie end of 1985 and 
100% al tfie end of 1984. 
(iii) Income ofthe insurance subsidianes includes net capital gains of $31 niillion in 1986 and $12 million in 1985. 

9. Leases 
Rental expense, related primarily to office space, 
was approximately $36.8 million, $37.5 million 
and $.2 million in 1986,1985 and 1984, respec
dvely. Minimuin rental commitments unde r non-
cancellable operat ing leases in effect a t j anua ry 3, 
1987 approximated $181 million, of which $29 
million is payable in 1987. 

Five-Year Summary* 

(Dollars in milUoiis excepi per sfiare amounts) 1986 1985 1984 1983 1982 
Opera t ing Results 

Sales 
Costs and expenses: 
Cost of sales 
Selling and administrative 

$ 5,023.3 $ 4,038.5 $ 2,148.0 2,046.6 $ 1,982.7 

4,011.9 
610.2 

3,175.2 
571.8 

1,712.5 
302.1 

1,637.8 
293.1 

1,587.1 
283.2 

401.2 291.5 133.4 115.7 112.4 

Equity in pre-tax income of unconsolidated 
finance and insurance subsidiaries 

Interest income 
Interest expense 
Gains on exchange of common stock 

for debentures 

223.5 
12.2 

(192.1) 

213.4 
12.1 

(216.2) 

21.2 
11.0 

(32.9) 

17.3 
12.4 

(33.4) 

Income from condnuing operations 
before income taxes 

Inconie taxes 
444.8 
203.2 

300.8 
120.7 

132.7 
55.2 

112.0 
43.0 

Income from continuing operations before 
extraordinary item and cumulative effect 
of a change in accounting principle 

Discontinued operadons: 
Income (loss) from discontinued operations, 

net of income taxes 
Gain on sales of discontinued operations, 

net of income taxes 
Extraordinary item, net of income taxes 
Cumulafive effect of a change in 

accoundng principle 

241.6 

(3.7) 

8.0 
(6.7) 

180.1 

43.5 

16.4 

11.8 

77.5 

36.0 

69.0 

19.7 

Net income $ 239.2 

Per common share: 
Inconie from continuing operations 
Discontinued operations 
Extraordinary item 
Cumuladve effect of a change in 

accounting principle 

251.8 $ 113., 

5.85 
.10 

(.16) 

4.83 
1.16 
.44 

.32 

2.12 
.99 

1.87 
.53 

Net income 

Dividends 

Average c o m m o n shares outs tanding 

*'Tfie results of operations of Ex-Cell-O and Avco are included from Sepiember 17,1986 and januaiy 10,1985, respectively. 
^*Includes fiolders of recoid and individual participants in security position listings at year-end. 

16.9 
8.6 

(41.7) 

10.3 

106.5 
37.9 

68.6 

15.8 

i . l $ 84.4 

$ 1.87 
.43 

$ 5.79 

$ 1.80 

41,282,000 

$ 6.75 

$ 1.80 

37,318,000 

$ 3.11 

$ 1.80 

36,469,000 

$ 2.40 

$ 1.80 

36,989,000 

$ 2.30 

$ 1.80 

36,754,000 

Financial Position at Year-End 

Working capital 
Property, plant and equipment- net 
Total assets 
Long-term debt 
Shareholders' equity 
Book value per common share 

Other Data 

Capital expenditures 
Depreciadon 
N u mber of em ployees 
Nuinber of common shareholders** 
Number of preferred shareholders** 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

996.0 
857.6 

5,557.1 
2,181.5 
1,847.2 

44.76 

203.7 
122.8 

72,000 
36,000 

5,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

1,057.1 
588.9 

4,337.4 
1,503.1 
1,633.3 

39.88 

160.4 
101.3 

56,000 
40,000 

5,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

869.7 
452.4 

2,210.0 
200.4 

1,253.9 
34.46 

81.6 
45.1 

43,000 
43,000 

6,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

911.0 
412.9 

2,104.6 
231.6 

1,244.6 
33.09 

31.1 
41.5 

41,000 
46,000 

7,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

861.7 
436.1 

2,038.2 
245.9 

1,227.3 
32.57 

49.2 
39.5 

41,000 
50,000 

8,000 
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Vice Presideni 
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Vice Presideni 
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Lorna E. Long*** 
Vice President 
Human Resources 
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and Administration 

Amos A. Jordan, J r 
President and Cfiief Executive 

Officer 
Tfie Cenier fm Strategic and 
International Siudies 
Georgetown University 
Wasfiinglon, DC 

James R. Mardn 
Retired Chairman 
Massachusells Mutual Life 

Insurance Company 
Springfield, MA 

Barbara Scott Preiskel 
Formerly Senior Vice Presideni 
Molion Picture Associalion 
New York, NY 

John J. Schmidt 
Chaiiman and Chief Executive 

Officer 
Sanla Fe Southem Pacific 

Corporation 
(diversified holding company) 

Chicago, IL 

Sam F. Segnar 
Cliairman 
Vista Chemical Company 
Houston, TX 

John L. Morse**** 
Vice Presideni 
Risk Maiiagement ami 
Insurance 

Richard A. Watson*** 
Vice President 
Pension hweslmenls 

Corporate Operating 
IVIanagement 

William A. Anders* 
Senior Executive Vice 

Presideni 

Donald K. Farrar**** 
Senior Executive Vice 

President 

Seymour S. Feuer**** 
Senim Executive Vice 

Presideni 

Quendn G. Achuff**** 
Group Vice Presideni 

Gary E. Atwell*** 
Group Vice Presideni 

Charles E Chapin**** 
Group Vice President 

Jean Head Sisco 
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Sisco Associates 
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Washington, DC 
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(diversified consumer 
products company) 
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Textron Inc. 
Providence, RI 
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M.A. Hanna Company 
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Group Vice President 
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Group Vice Presideni 

Derek Plummet**** 
Group Vice Presideni 

John F Ullrich* 
Group Vice Presideni 

Maurice G. Wilkins.Jr*** 
Group Vice President 

Willard R. Gallagher*** 
Vice Presideni 
International 

Shareholders' Meeting 
T h e 1987 Textron shareholders ' meeting is 
scheduled for 10:30 a.m. on Wednesday 
April 29,1987, at the Biltmore Plaza Hotel, 
Providence, Rhode Island. 

Other Reports Available 
Further inforination about Textron, includ
ing its 1986 Form 10-K as filed with the 
Securities and Exchange Commission, may 
be obtained by wridng to the Corpora te 
Communicat ions Depart inent , Textron Inc., 
40 Westminster Street, Providence, Rhode 
Island 02903. 

Stock Exchanges 
Textron's stock is t raded on the New York, 
Pacific and Midwest stock exchanges. Ticker 
symbol: T X T 

Dividend Reinvestment Plan 
A shareholders ' dividend reinvestment plan 
is available. For more informadon, please 
write direcdy to Textron's transfer agent. 

Transfer Agent and Registrar 
T h e transfer agent and registrar for Textron 
common and preferred shares is Morgan 
Shareholder Services Trust Company, 30 
West Broadway, New York, New York 10015. 
Telephone: (212) 587-6515. 
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Experience with Textron 
and its subsidiaries/ 
divisions: 

*Less than 5 years 
**5-9 years 

*** 10-19 years 
****20 years and over 



Textron Inc. 
40 Westminster Street 
Providence, RI 02903 
(401)421-2800 
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Highlights To Our Shareholders 

{Dollars in millions except per share data) 

Revenues from continuing operations: 
Textron and consolidated 

subsidiaries 
Unconsolidated finance and 

insurance subsidiaries 

$ 

1987 

5,388.4 

1,859.7 

$ 

1986* 

4,688.1 

1.927.6 

Percent 
Change 

Total revenues 

Income: 
Continuing operations 
Discontinued operations 
Extraordinary loss 

Net income 

Income per common share: 
Continuing operations 
Discontinued operations 
Extraordinary loss 

Net income 

Average common shares outstanding 

Book value per common share 
Dividends declared per common share 

Return on shareholders' equity** 
Debt to total capitalization 

Employees 

•"Restated f(n- disconi in ued operations 
and the effecl ufilie iwo-for-one 
common slock split in May f987. 

**Based on income from conlinuing 
operations. 

$ 7,248.1 

$ 261.1 
27.8 

(32.6) 

$ 256.3 

$ 2.97 
.32 

(.37) 

$ 2.92 

87,733,000 

$ 

$ 

$ 

$ 

$ 

6.615.7 

229.6 
16.3 
(6.7) 

239.2 

2.78 
.20 

(.08) 

2.90 

82.564,000 

$ 
$ 

25.39 
.975 

13% 
39% 

61,000 

22.38 
.90 

13% 
55% 

72.000 

-K10% 

+ \A% 

• 7 % 

-^6% 

+ 13% 

Contents 1 Letter to Shareholders 
3 1987 In Review 
6 Aerospace Technology 

14 Commercial Products 
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26 Textron Business Directory 
31 Financial Section 
66 Directors and Officers 

Textron had strong financial results in 1987. Sales, income and earnings per 

share from continuing operations all rose to new highs. These gains were 

achieved during a year of consolidation forTe.xtron, a year in which our pri

mary goals were to maintain our earnings momentum, substantially reduce 

debt and integrate operations within the Company following our acquisition 

of Ex-Cell-O in the fall of 1986. 

Revenues from continuing operations grew to $7.2 billion, a gain of 

10%. Income from continuing operations of $261.1 million was up 14% 

from 1986 and was $2.97 per share on the increased number of shares out

standing. Net income was $256.3 million ($2.92 per share), 7% over last 

year's amount. 

Other highlights for 1987 were: 

• Total debt was reduced by $723 million, with the result that debt as a per

centage of total capital declined to 39%;. 

• Certain businesses which no longer met Textron's strategic objecfives were 

sold. 

• The common stock was split 2-for-l and the annual common cash dividend 

rate was raised 11% to $1 per share. 

These key achievements are reported in more detail in the "1987 In 

Review" section beginning on page 3 ofthis report. 

Our discussion of 1987 would be incomplete without reference to Octo

ber's sudden and precipitous drop in the stock market and the volatility in the 

financial markets after the drop. While these events were unsettling to inves

tors and companies alike, it is important to note that Textron's fundamental 

strengths have not diminished. Your management remains committed to its 

objective of improving earnings and return on shareholders' investment, 

while optimizing the Company's long-term prospects for continued profit

able growth. 

Defense Businesses Healthy and Balanced 

Our defense businesses'remain healthy and balanced, and through careful 

management are expected to remain good businesses for Textron. The Com

pany believes it is sufficiently diversified within its Aerospace Technology 

^ ' 
cf' 

A^ 
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sector to minimize the effects of cuts in the defense budget. In fact, last 

year's agreement between the U.S. and the U.S.S.R. to eliminate a portion 

of their nuclear arsenals is likely to increase our nation's need for advanced, 

non-nuclear weaponry, an area in which we are a strong competitor. 

St ruc tu red For Success 

Textron's flexibility, balanced diversity and employee skills are key to ful

filling our basic mission for shareholders. Our flexibility permits us to shift 

assets in a timely fashion to take advantage of opportunities as they are iden

fified. Textron's diversification gives it strategic stability compared with 

companies that focus on one product, industry or sector ofthe economy. Our 

decentralized management organization fosters the entrepreneurial spirit at 

all levels ofthe Company to increase sales and profitability. 

Well Pos i t ioned For The Future 

As we enter 1988, our sense of optimism for the future is bolstered by a 

strong balance sheet, expanded debt capacity, healthy cash flow, reduced 

interest expense and a lower corporate tax rate. We are exploring opportuni

ties to expand further through growth within our operating divisions and we 

will continue to seek acquisition opportunities. 

B.F Dolan 
Chairman, President and 
Chief Executive Officer 

Febmary 11,1988 

1987 In Review 

Rest ruc tur ing 

Since the Avco and Ex-Cell-O 
acquisitions in 1985 and 1986, 
respectively. Textron has substan
tially restructured its operations. 
More than 20 divisions and other 
operating units have been sold, 
nine of them during 1987. The 
divestitures were in machine tool 
businesses and other areas where 
anticipated future returns on our 
investments did not meet Textron's 
strategic goals. This major rede
ployment of assets has resulted in 
a stronger, better balanced port
folio of businesses. 

Debt Reduct ion 

At year end 1987, Textron had 
completed its second major debt 
reduction program in three years. 
The latest reduction was achieved 
through a combinafion of asset 
sales, a 6.9 million share com
mon stock sale and funds from 
operations. The percentage of 
debt to total capital, which had 
risen to about 57% following the 
Ex-Cell-O acquisition in late 
1986, was 39% at the end of 1987. 

Stock Sp l i t , D iv idend Increased 

Shareholders at their Annual 
Meeting in April 1987 approved a 
two-for-one split of Textron's 
common stock and an increase 
in the number of its authorized 
common shares to 250 million. 
Textron also increased its annual 
common dividend to $1 per share 
on a post-split basis. The split 
was effected on May 11 and the 
new $.25 per share quarterly divi
dend became effective with the 
July 1 payment. 

Stock Repurchase Program 

In the fourth quarter of 1987, 
Textron announced its intention to 
purchase from fime to time in the 
open market up to an aggregate of 
five inillion of its common shares. 
As of February 11, 1988, 2.2 mil
lion shares had been purchased 
under this program. 

Aerospace Focus Sharpened 

The full extent of Textron's aero
space operations has been further 
accentuated. The names of several 
former Avco aerospace divisions 
have been changed to reflect their 
Textron identification and promo
tional efforts present Textron aero
space as a consolidated endeavor. 
These steps will help in sales and 
marketing efforts and will rein
force Textron's commitment to 
aerospace and defense and its 
position among the top aerospace 
contractors in the United States. 

A u t o m o t i v e S t reng thened 

With the addition of Ex-Cell-O 
Corporation, Textron became a 
much larger force in the domestic 
automotive marketplace. With its 
expanded product line of auto
motive interior and exterior trim, 
instrument panels, fasteners and 
assembly systems and its research 
and development resources, 
Textron is cominitted to being a 
long-term parficipant in this 
important market segment of our 
nation's economy. Textron's auto
motive sales in 1987 were approxi
mately $600 million, equivalent to 
about $51 for each car and light 
truck built in North America. 

3 



$7,248 

The Admin is 
t ra t i ve and 
Management 
Commi t tee is 
Textron's sen
ior manage
ment g roup. 
Commi t t ee 
members 
inc lude, le f t t o 
r i gh t , Thomas 
D. Sout ter , 
Execut ive Vice 
President and 

General Coun
se l ; Donald K. 
Farrar, Wi l l iam 
A. Anders and 
Seymour S. 
Feuer, Senior 
Execut ive Vice 
Presidents 
Opera t ions ; 
B.F. Do lan , 
Cha i rman, 
Pres ident and 
Chief Execu
t i ve Of f i ce r ; 

W i l l i am J . 
Ledbet ter , Sen
ior Execut ive 
Vice Pres ident 
A d m i n i s t r a t i o n 
and P lann ing 
and Dennis G. 
L i t t l e , Execu
t i ve V ice Presi
dent and Chief 
F inancia l 
Of f icer . 

i 

$6,616 

$261,1 

S3 

Revenues from 
Continumg 
Operations 
(In millions) 

85 

83 

Income from 
Continuing 
Operations 
(In millions) 

$2,97 

$2.78 

Earnings per Sliare 
from Continuing 
Operations 

85 

83 

Debt as a % of 
Total Capital 



Aerospace Technology 
Our strong and diversified presence in the aerospace marketplace, combined 

with major new development programs, sets the tone for a promising future in 

this important business. 

Textron is in the aerospace busi
ness because ofthe potential for 
good returns and growth in both 
commercial and national defense 
markets. Through selective posi
fioning in these markets, the Com
pany focuses its resources and 
technology where it has technical 
or other competitive advantages 
so as to maximize its opportuni-
fies, especially in the face of flat 
or declining spending for defense. 
Our strong and diversified pres
ence in the aerospace market
place, combined with major new 
development programs, sets the 
tone for a promising future in this 
important business. 

Textron ranked among the top 
U.S. defense contractors in 1987 
with sales under U.S. Government 
contracts amounting to $2.6 bil
lion. Textron is a leader in the 
development and production of 
advanced products for the U.S. 
Government and its allies around 
the world. The size and scope of 
the Company's Aerospace Tech
nology sector make it possible 
to select opportunities offering 
attractive returns for shareholders. 

At the same time, in line with the 
Company's diversification strat
egy, dependence on any single 
market or business is limited. 
Textron's Aerospace Technology 
sector also serves the commercial 
and general aviation markets. 

Balance A Key Factor 

Balance in the aerospace/defense 
business is achieved by competing 
at many different product levels. 
In some cases, Textron divisions 
take the lead as the prime contrac
tor; in others, Textron is a supplier 
of systems, subsystems, compo
nents or parts. 

The Aerospace Technology 
sector products include helicop
ters, air cushion landing craft and 
armored vehicles, as well as tur
bine engines, aircraft wings, mis
sile reentry systems and reentry 
vehicles, microwave and inertial 
navigation equipment and hydrau
lic controls. Textron also manufac
tures parts ranging from engine 
fan blades and frames to aircraft 
rivets and other specialty fasteners 
and their installation tools. Prod
ucts are provided for all military 
services under a variety of pro
grams from design and develop
ment through production. In large 
development efforts, such as the 

53% 43% 

Aerospace Teclinology Percentage of 
Total Revenues 

Percentage of Total 
Operating Profit 

This pho to of a 
one- th i rd scale 
model o f t h e 
Bel l -Boeing V-
22 Osprey T i l t -
Rotor a i r c ra f t 
d ramat izes the 
compos i te 
p rop - ro to r 
assembl ies 
w h i c h , w h e n in 
the i r up r i gh t 
pos i t i on , 
enable the V-
22 t o take o f f , 
hover and land 
l i ke a he l icop
ter. T i l t ed for 
w a r d in f l i g h t . 

the p rop - ro to rs 
give the V-22 
the e f f i c i en t 
f l i g h t character
is t ics of a t u rbo 
prop a i r c ra f t , 
such as h igh 
c ru is ing speed 
and ex tended 
range. The 
f i r s t V-22 is 
scheduled fo r 
f l i g h t t es t i ng 
dur ing the 
second hal f 
of 1988. 



$3,870 $310 

$3,504 

Two Textron 
d iv is ions are 
in tegra l l y 
l i nked w i t h 
the Br i t i sh 
Aerospace 146 
commerc ia l air
c ra f t . Textron 
Lycoming 
manufac tu res 
theALF-502 
t u r b o f a n 
engines fo r 
t he plane, 
w h i l e Textron 

Aeros t ruc tu res 
produces the 
w i n g s . The 
four -eng ined 
BAe146, such 
as those 
be ing f l o w n 
by t h e U n i t e d 
Express Ser
v ice d iv i s ion 
of Un i ted Air
l ines, is one of 
the qu ie tes t 
passenger 

planes in oper
a t ion and has 
re la t i ve ly 
shor t t ake o f f 
and land ing 
capab i l i t i es . 
These charac
te r i s t i cs make 
t h e B A e 1 4 6 
ideal ly su i ted 
fo r in te r -c i t y , 
c o m m u t e r 
f l i gh t s . 

$2,667 

Aerospace Teciinolog}' 
(In milliuns) 

85 

Operating Profit 

Navy's V-22 Osprey TiltRotor 
aircraft program, the Company 
spreads the risk by teaming with 
other major aerospace firms. 

P r o d u c i n g For A l l S e r v i c e s 

There are several major ongoing 
programs in defense, covering air, 
land and sea applications. Textron 
Lycoming has a $1.4 billion, multi-
year contract to produce turbine 
engines for the Army's Ml main 
battle tank. This contract provides 
Textron Lycoming with long-term 
stability and a solid business base 
in its most important product line. 

In other defense programs, 
Bell Helicopter is delivering 
SuperCobra anti-armor gunship 
helicopters to the U.S. Marine 
Corps and advanced Scout heli
copters to the U.S. Army under 
the Army Helicopter Improvement 
Program (AHIP). Textron Marine 
Systems has delivered 12 ofthe 
24 Landing Craft, Air Cushion 
(LCAC) ordered to date as part 
of an on-going program for the 
U.S. Navy. The LCAC is a high 
speed, amphibious, assault craft 
which rides on a cushion of air 
and is powered by four Textron 
Lycoming gas turbine engines. 
Textron Defense Systems is pro
ducing the reentry system and 
reentry vehicle for the U.S. Air 
Force's Peacekeeper (MX) mis
sile. Textron Aerostructures, 
which has both military and com
mercial business, recently com
pleted ahead of schedule the 
manufacture ofthe lOOth wing set 
for the Air Force's B-IB bomber 
program. It will complete its wing 
program for the C-5B cargo air-



craft in 1988. Bell Aerospace is 
producing the third generation 
automatic carrier landing systems 
for the Navy aircraft carrier fleet. 
Cadillac Gage, which produces 
the gun turret drive and stabiliza
tion system for the U.S. Army's 
Ml tank, also has orders from 
Thailand for more than 100 of its 
Commando Stingray light tanks. 

Deve lopment Programs Point 
To Future Rewards 

The Company has important 
development programs underway. 
In the largest ofthese. Bell Heli
copter Textron is teamed with 
Boeing Helicopter Company in 
the $1.7 billion, full-scale devel
opment ofthe V-22 Osprey 
TiltRotor aircraft for the U.S. 
Navy. The V-22 combines the effi
ciency and speed of a turboprop 
aircraft with the vertical take off 
and landing capability of conven
fional helicopters. The first pre-
production V-22 aircraft is 
scheduled for flight testing in mid-
1988. Bell and Boeing will com
pete with each other and share in 
the inifial production contract 
awards, which are expected to be 
awarded in 1990. Bell Helicopter 
and Boeing are also exploring the 
commercial and foreign military 
potential for tilt rotor aircraft, and 
are funding development of an all-
composite, remotely piloted tilt 
rotor vehicle for aerial surveil
lance and communications 
missions. 
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Text ron 
Mar ine Systems 
produces the 
LCAC (Landing 
Cra f t , A i r 
C u s h i o n ) f o r 
the U.S. Navy. 
The amph ib i 
ous LCAC, w i t h 
i ts f o u r Text ron 
Lycoming gas 
t u r b i n e engines 
t o g ive i t bo th 
l i f t and speed, 
is des igned t o 

carry t roops , 
weapons and 
equ ipmen t 
t h r o u g h rough 
seas, f r o m 
suppor t ships 
to d rop-o f f 
po in ts beyond 
the shore l ine . 
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Total Sales to tlie U.S. 
Government 
(In billions) 11 



Research and Developnient 
(In millions) 

85 85 

Company Sponsored Customer Sponsored 
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At Textron's 
Aerospace 
Development 
Center in 
Michigan, air 
forced through 
jet engine 
fuel nozzles 
located within 
a moving 
water column 
provides a vis
ual indication 
of the f low 
characteristics 
expected in a 
jet engine. 
This research, 
which also 
employs pho

tographic 
techniques, is 
directed 
toward the 
elimination of 
"cok ing," or 
carbon build-
'iip, which can 
reduce engine 
performance. 
Fuel Systems 
Textron manu
factures fuel 
nozzles for the 
world's major 
jet engine 
builders. 

Textron Lycoming is teamed 
with United Technologies' Pratt & 
Whitney Division in a program to 
develop a new generation of tur
bine engines. Textron Lycoming 
has further expanded its activities 
by teaming with General Elec
tric on the GE38 and LVIOO/TME 
engine development programs for 
commercial and military markets. 
Textron Defense Systems is in the 
full-scale development phase for a 
family of "smart" tactical weap
ons systems based on the divi
sion's innovative Skeet "smart" 
warhead technology. Such weap
ons, deployable from aircraft, 
artillery or mines, have demon
strated their effectiveness when 
tested against tanks. HR Textron is 
developing systems and compo
nents for the C-17 Transport, the 
Advanced Technology Fighter and 
other new programs. 

New Commerc ia l Business 

In commercial aerospace, Textron 
Lycoming and Textron Aerostruc
tures should benefit from an 
option agreement of the TNT 
Transport Group in Australia to 
buy more than 70 British Aero
space 146 cargo aircraft over the 
next five years. Textron Lycoming 
builds the exceptionally quiet, fuel 
efficient ALF-502 engines for the 
four engine jetliner and Textron 

Aerostructures builds its wings. 
Textron Aerostructures also builds 
wings for the Gulfstream IV exec
utive jet aircraft. 

For Bell Helicopter, 1987 
marked the first delivery of a com
mercial helicopter assembled at its 
Mirabel, Quebec facility in Can
ada. Bell expects to complete the 
transfer of most of its commercial 
helicopter production to the Cana
dian plant by the end of 1989. 

Added St reng th From Ex-Cell-O 

With Ex-Cell-O, important new 
depth was added to Textron's 
Aerospace Technology business. 
Ex-Cell-O's turbine engine com
ponents businesses-Aircraft 
Engine Components, Airfoil and 
Fuel Systems-have substantially 
broadened Textron's Propulsion 
segment as a major supplier of 
original equipment components 
and spare parts for both military 
and commercial applications. 

Expor t Ac t i v i t i es 

Textron's U.S. exports amounted 
to $891 million, or 12% of its rev
enues. Textron is a significant 
exporter, particularly through Bell 
Helicopter. Bell has helicopter 
coproduction programs with Indo
nesia, Japan, Norway and Turkey, 
as well as a major order from 
South Korea. Cadillac Gage also 
has a major presence in overseas 
markets. Its export products 
include turret control systems, 
as well as light tanks and other 
annored combat vehicles, sold 
directly or through the U.S. Gov
ernment's Foreign Military Sales 
program. 

13 



Commercial Products 
Textron's Commercial Products divisions excel in selected areas of large, 

highly competitive markets. They maintain their leadership by constantly seek

ing to be low cost, high quality producers. 

Textron's Coinmercial Products 
divisions contribute significantly 
to the Coinpany's profitability and 
balance. Consistent with corporate 
objectives, these divisions tend to 
be leaders in their respective mar
kets, with strong brand recogni
tion and heahhy market share. 
To assure continued leadership 
in their respective, competitive 
market areas, these divisions are 
quality-driven, service-oriented 
and dedicated to continued 
product improvement and cost 
reduction. Major capital expendi
ture programs are continuing to 
improve quality and productivity. 
Through aggressively managed 
research and development pro
grams and extensive engineering 
and design resources, the Com
mercial Products divisions are in 
the forefront of new product 
development and introduction. 

The principal businesses in the 
Commercial Products sector are 
automotive products, outdoor 
power equipment and engineered 
fasteners. Together, these divi

sions manufacture and market 
automotive parts and trim, golf 
cars, mowing equipment, chain 
saws, trimmers, blowers and vir
tually all types of engineered 
fasteners-blind, threaded and 
non-threaded - for aerospace, 
commercial and industrial 
applicafions. 

Sector Restructured 
The Commercial Products sector 
has undergone a major restruc
turing since Avco and Ex-Cell-O 
were acquired. Most ofthe units 
sold or targeted for sale have come 
from this sector, resulting in a 
smaller but more profitable group 
of commercial businesses. 

Golf Cars, Ou tdoor Power and 
Turf Care Equ ipment 

In golf cars, outdoor power 
equipment and turf maintenance 
products, Textron's strong brand 
leadership is supported by inno
vative improvements in product 
design and styling, and careful 
control of quality and costs. 
E-Z-Go's strategy is to maintain 
leadership in the fleet golf car mar
ket, while increasing market share 
in the individual owner market 
and in the industrial and commer
cial utility markets. Increasingly, 
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This array o f 
p roduc ts f r o m 
Textron 's 
th ree ou tdoo r 
p roduc ts d iv i 
s ions, E-Z-Go, 
Homel i te and 
Jacobsen are 
w e l l - k n o w n by 
tu r f -care pro
fess iona ls , 
consumers , 
go l f course 
personnel and 
o thers fo r 
the i r qua l i t y 
and rugged 
dependab i l i t y . 
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Operating Profit 



16 

High l igh ted 
in th is a r t i s t ' s 
render ing are 
the var ious 
in te r io r and 
exter ior par ts 
manu fac tu red 
by Textron's 
au tomo t i ve 
d iv is ions . 

These func
t i ona l and dec
ora t ive par ts . 

p roduced in 
bo th meta l 
and p last ic , 
inc lude t r i m 
fasc ia and 
o ther ex ter io r 
componen ts ; 
so f t - in te r io r 
par ts , such as 
i ns t rumen t 
panel and 
door panel 
assembl ies. 

a rmres ts and 
conso les ; 
e lec t ro -
mechanica 
p roduc t s , 
i nc lud ing fue 
pump mo to r 
armatures and 
w indsh ie ld 
washe rs ; tubu
lar steel p rod-

E-Z-Go vehicles are being used 
to move small loads in industrial 
facilities, and to transport people 
and luggage within resort com
plexes and at airports. 

Homelite has enhanced its 
product lines which include 
electric- and gasoline-powered 
chain saws, string trimmers, brush 
cutters, edgers, blowers, pumps, 
generators and heaters, plus riding 
mowers and tractors, walk-behind 
mowers and snowblowers. 

Jacobsen, a leading manu
facturer of high quality turf 
maintenance machinery, provides 
equipment for grooming golf 
course greens and fairways and 
has a growing business supplying 
commercial equipment for lawn 
care at parks, schools, cemeteries 
and various institutions. 

Grow ing A u t o m o t i v e Business 

The addition of four Ex-Cell-O 
units in the fall of 1986 more than 
doubled Textron's automotive-
related sales. Textron's fastener 
divisions also sell a variety of 
engineered fasteners; sub
assemblies and cold-formed metal 
parts to the transportation indus
try. There is a growing interdepen
dence between supplier and 
manufacturer in the increasingly 
competitive automotive field. As a 
result, Textron divisions are devel
oping long-term relationships with 
automobile manufacturers in order 
to capitalize on the opportunities 
being created by the increased use 
of outsourcing of components and 
subassemblies and the reduction in 
the number of suppliers. 

Commercial Products 
(In millions) 

85 

Operating Profit 

17 



The Camcar, 
Cherry and 
Townsend 
divisions of 
Textron pro
duce millions 
of specialty 
fasteners, as 
well as related 
fastening 
systems for 
aerospace, 
industrial, 
commercial 
and transpor
tation applica
tions. Here, 

solid rivets are 
being applied 
to truck cab 
bodies manu
factured by 
Freightliner, a 
wholly-owned 
subsidlaryof 
Daimler-Benz 
A.G. Textron 
is one of the 
world's largest 
producers of 
specialty 
fasteners. 

Major Fastener Producer 

Textron's fastener business is large 
and diverse, serving the automo
tive, aerospace, home appliance, 
railroad, business equipment, 
truck trailer, power tool and elec
tronics markets and a wide range 
of other industries. The three fas
tener divisions - Camcar, Cherry 
antj Townsend-generated more 
than $307 million in sales in 
1987, thereby comprising one of 
the largest engineered fastener 
businesses in the world. The three 
divisions have common major 
strengths: engineering expertise; 
marketing savvy and a strategic 
focus on solving customer prob
lems. All three divisions have siz
able capital expenditure programs 
in place to improve productivity 
and quality and to expand capacity. 

Camcar is a leading designer 
and manufacturer of cold-formed 
metal parts, threaded fasteners 
and subassemblies. Cherry, a 

world leader in aerospace fasten
ers and installation systems, also 
serves transportation and other 
commercial markets. Townsend 
produces non-threaded fasteners 
and cold-formed parts, as well as 
installation machinery and engi
neered assembly systems. The 
sales and manufacturing focus of 
the three divisions is to provide 
quality fasteners at the lowest 
in-place cost to their customers. 
These fastener divisions are, 
increasingly, selling higher value-
added assemblies. They are also 
exploiting new technologies, such 
as composite materials and robotic 
installation equipment. 

In summary, Textron's Com
mercial Products divisions excel 
in selected areas of large, highly 
competitive markets. They main
tain their leadership by constandy 
seeking to be low cost, high qual
ity producers and they respond 
to changing customer needs by 
developing and introducing a 
steady stream of innovative 
products. 

.Average Per Car Sales-
Automotive Divisions 



Financial Services 
The business characteristics ofthis sector ofthe Company's operations are 

largely unrelated to those ofthe manufacturing sectors and, through this diver

sity, add stability and balance to Textron as a whole. 

The business characteristics of this 
sector ofthe Company's opera
tions are largely unrelated to those 
ofthe manufacturing sectors and, 
through this diversity, add stability 
and balance to Textron as a whole. 

The sector's four major units 
are Avco Financial Services 
(AFS), which provides consumer 
loans to individual customers; 
Textron Financial Corporation 
(TFC), a commercial lending 
organization; Avco Insurance 
Services/Balboa Life and Casualty 
(AIS), which sells credit-related 
coverages and a variety of casualty 
insurance products; and The Paul 
Revere Insurance Group, the 
market leader in individual dis
ability insurance. 

Consumer Finance 

Avco Financial Services, with 
approximately 1,200 finance 
offices in the U.S., Australia, 
Canada and the United Kingdom, 
is a major competitor in the con
sumer loan business. It makes both 
unsecured loans and loans secured 
by personal property in relatively 
modest amounts. Loans are gener
ally for such purposes as bill con
solidation, education and home 
improvement. 

20 

Excellent customer service 
and the ability to handle a large 
numberof small loans efficiently 
are key reasons for AFS' success. 
Careful management keeps loan 
losses and operating expenses 
under control, while delivering 
the level of personal service that 
retains customer loyalty. 

C o m m e r c i a l F i n a n c e 

Textron Financial Corporation was 
originally founded as a captive 
finance arm to finance Textron 
products. It has evolved into a 
national, diversified commercial 
finance company whose business 
is providing loans and leases 
secured by capital equipment or 
commercial real estate, principally 
to moderate-sized U.S. corpora
tions. At year-end 1987, Textron-
related receivables made up less 
than 35% of TFC's $1.2 billion of 
outstanding loans and leases. 

TFC's business strategy is 
to focus on specific areas of 
commercial financing where, 
through specialized expertise and 
service, a strong competitive posi
tion can be developed and main
tained. Areas of current focus 
include the financing of helicop
ters and commercial aircraft, 
leisure service companies and 

26% 35% Ind iv idua l , non-
cancel lab le 
and g roup dis
ab i l i t y income 
insurance fo r 
p ro fess iona ls , 
such as arch i 
tec ts and busi 
ness owners , 
are the Paul 
Revere Insur
ance Group's 
p r inc ipa l p rod
uc ts . Paul 
Revere i s t h e 
marke t leader 

fo r the ind iv id 
ual d i sab i l i t y 
insurance l ine 
w i t h a t o t a l 
p rem ium 
g r o w t h rate of 
nearly 19% in 
1987.Group 
p remiums dur
ing 1987 g rew 
by 2 0 % . 

Financial Services Percentage of 
Total Revenues 

Percentage of Total 
Operating Profit 21 
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$1,981 $1,866 
$253 

$1,732 

Taking a 
f am i l y vaca
t i o n is j u s t one 
o f many rea
sons people 
come t o Avco 
Financia l Ser
v ices f o r a 
loan. AFS is 
one o f t he 
wor ld ' s mos t 
i nnova t i ve and 

successfu l 
f inance 
companies 
w i t h 1,200 
o f f i ces in the 
Un i ted Sta tes , 
Aus t ra l i a , 
Canada and 
the Un i ted 
K ingdom. 

Financial Services 
(In millions) 

$25: 

85 

Operating Profit 

their equipment, the food service 
industry, the trucking industry, 
and commercial real estate. 

Insurance 

Textron's insurance segment is 
diversified across several spe
cialty niches. The Paul Revere 
Insurance Group of companies 
markets a full range of life insur
ance products through its 153 
offices in the U.S. and Canada. 
Its specialty is individual non-
cancellable disability income 
insurance, which it sells through 
its own agents, as well as those of 
other insurance companies, and 
from which over 50% of its pre
mium income is derived. Paul 
Revere is the number one com
pany in this line of business. Its 
customers primarily are profes
sionals and small business own
ers. Since fewer than 40% of self-
employed business people have 
disability income coverage, fur
ther market penetration can pro
vide growth which may not be 
present in more traditional life 
insurance products. 

The primary strategy of Avco 
Insurance Services/Balboa Life 
and Casualty (AIS) is to sell its 
insurance products to the custom
ers of Avco Financial Services 
through the latter's branch office 
network. AFS' two million bor
rowers are prospects for a wide 
variety of insurance products such 
as credit life and disability insur
ance, homeowners insurance, 
automobile insurance and personal 
property insurance. AIS also 
offers its credit-related insurance 
products through a large nuinber 
of independent financial institu
tions. The distribution channels 
available to AIS afford it a com
petitive advantage that is difficult 
for standard, full line insurers to 
match. 
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Community 

Textron's participation in civic 
and charitable activities is as 
longstanding and diverse as the 
Company itself. The Textron 
Charitable Trust provides sig
nificant financial assistance to 
non-profit organizations on a 
nationwide basis, and through the 
Textron divisions, it actively sup
ports many worthwhile efforts 
in communities near the Compa
ny's facilities. Additionally, 
Textron employees recognize the 
importance of participating in 
activities that improve the quality 
of life within their communities. 
Such efforts include local blood 
drives, service on boards and 
committees for local educational 
institutions and hospitals, and 
participation in outreach programs 
for minority groups and handi
capped persons. Division and cor
porate office employees support 
local fund-raising drives, such as 
United Way, and collect food and 
clothing for needy families. 

The Textron Charitable Trust 
has been helping to fund cultural, 
educational, social and human ser
vice organizations for nearly 35 
years. A majority ofthe funding 
benefits organizations in Textron's 
"hometown" communities 
throughout the country. In addi
tion, the Trust matches gifts from 
employees to cultural and educa
tional institutions and hospitals. 
Also, through the Trust, more than 
100 children of Textron employees 
received financial assistance with 
their college education in 1987 
through National Merit and Spon
sored Scholarship programs. 

Textron offers numerous train
ing and educational opportunities 
for its employees. Such oppor
tunities range from seminars to 
enhance job performance to tui
tion reimbursement for degree 
studies. 

Employees are provided 
with opportunities to take part in 
"wellness" programs to help pre
vent illness by encouraging health
ful habits and lifestyles. These 
include stress and weight control, 
smoking cessation, blood pressure 
monitoring and nutrition aware
ness programs. 

As part of Textron's Employee 
Assistance Program, workers are 
helped through independent refer
ral to deal with alcohol and drug 
abuse, marriage and family prob
lems, and emotional and financial 
difficulties. Such assistance is 
entirely voluntary and confidential. 

Execut ive Deve lopment 
And Succession Planning 

In addition to participation in 
structured programs at various 
colleges and universities. Textron 
sponsors executive development 
programs for selected senior and 
middle level managers. These 
two-week sessions are conducted 
by members ofthe Harvard Busi
ness School faculty and serve to 
broaden the participants' analytical 
and management skills. Textron's 
corporate office also works closely 
with divisional management on 
succession planning, performance 
appraisal and development. These 
efforts are designed to enable 
Textron to fill key executive 
vacancies by identifying and pro
moting qualified employees. 

Textron is 
p roud of i ts 
pa r t i c i pa t i on 
in Specia l 
O lymp ics .Th is 
non-p ro f i t 
o rgan iza t ion , 
t h rough an 
in te rna t iona l 
n e t w o r k of 
vo lun teer 
wo rke rs , pro
v ides hope 
and encourage
ment t o the 
more than one 

m i l l i on men
ta l l y hand i 
capped 
ch i ld ren and 
adu l ts w h o 
compete annu
al ly in Specia l 
O lympics 
spor ts t r a i n i ng 
programs and 
a th le t i c events . 

25 



^ ^ J 

Textron Division and Product Directory 

Hel icopters 

Bell He l icopter 
Textron Inc. 
P.O. Box 482 
Ft. W o r t h , TX 76101 
(817)280-2011 
Leonard M. Horner, 
President 

Propu ls ion 

Textron Lycom ing 
550 South Main St reet 
S t r a t f o rd , CT 06497 
(203) 385-2000 
John R. Myers , 
President 

A i r c r a f t Engine 
Components 
P.O. Box 11906 
N e w i n g t o n , CT 06111 
(203) 666-4601 
A. A r t h u r We ige l , 
President 

A i r f o i l Text ron 
P.O. Box 4427 
Lima, OH 45802 
(419)226-2900 
Edward J . Breznyak, 
President 

Fuel Systems Text ron 
700 N. Centenn ia l 
Zeeland, M l 49464 
(616)772-9171 
Wi l l iam G. Paterson, 
President 

Aerospace Technology 
Bell Helicopter Textron manufactures helicopters and spare parts forthe U.S. Gov
ernment, foreign governments, and civilian markets, and has large after-market sales 
of technical, training and logistics support services. The division markets its products 
and services worldwide through a network of direct company field operations and 
independent representatives. Helicopters are produced in the U.S. and Canada, and 
through co-production programs in Indonesia, Japan. Norway and Turkey. Bell is 
teamed with Boeing Helicopter Coinpany in the development ofthe U.S. Navy's V-22 
Osprey TiltRotor aircraft. 

Textron Lycoming manufactures gas turbine and reciprocating engine propulsion sys
tems, including related products and services. Its turbine engines power the U.S. 
Army's Ml main battle tank; the Landing Craft, Air Cushion (LCAC) built by Textron 
Marine Systems; helicopters; fixed-wing commercial aircraft, such as British Aero
space's BAel46 jetliner, and general aviation aircraft. Textron Lycoming is currently 
teamed with Pratt & Whitney in the U.S. Army's competition to develop the T800 tur
bine engine. It also has teamed with GE to develop engines for aircraft and vehicular 
applications. Textron Lycoining's customers include the U.S. and foreign military, 
airframe and vehicle manufacturers and commercial users. Parts are sold through a 
worldwide distribution network. 

The Aircraft Engine Components Division manufactures gas turbine engine compo
nents to customer design. It is the largest independent producer of discs and hubs for 
turbine engine manufacturers and the spare parts markets. It also sells cases, frames 
and precision gears to these markets through direct account managers and sales 
managers. 

Airfoil Textron produces jet engine airfoil products which include forgings and fin-
'ished components such as fan blades, compressor blades and vanes, impellers, and 
integrally bladed rotors used on turbine engines for commercial, military and business 
aircraft. Airfoil's principal markets-international turbine engine prime contractors 
and the U.S. Government-are served from nine plants located throughout the 
United States. 

Fuel Systems Textron produces jet engine fuel metering components, consisting of 
main engine fuel injector devices, fuel metering and distribution valves and augmen-
tor fuel injector systems. These products are sold to most major jet engine producers 
and the U.S, Government as original equipment or spares. Overhaul ofthese compo
nents is performed for almost all commercial airlines and the U.S, Government. 

Systems 

Bell Aerospace 
Textron 
P.O. Box One 
Buf fa lo , NY 14240 
(716)297-1000 
Robert A. No r l i ng , 
President 

Cadi l lac Gage Text ron 
P.O. Box 1027 
Warren, M l 48090 
(313)777-7100 
Wi l l iam C.Frank, 
President 

HR Textron Inc. 
25200 West Rye 
Canyon Road 
Valencia, CA 91355 
(805) 259-4030 
Richard J . M i l l m a n , 
President 

Textron 
Aeros t ruc tu res 
P.O. Box 210 
Nashv i l le , TN 37202 
(615)361-2000 
John S. K leban, 
President 

Textron Defense 
Systems 
201 Lowe l l St reet 
W i l m i n g t o n , MA 
01887 
(617)657-5111 
Harold K. McCard , 
President 

Textron Mar ine 
Systems 
6800 Plaza Dr ive 
New Orleans, LA 
70127 
(504) 245-6600 
John J . Kel ly, 
President 

I 
Textron Spec ia l t y ' 
Mater ia ls 
Two Indus t r ia l 
Avenue 
Lowe l l , MA 01851 
(617)452-8961 
Paul R. Ho f fman , 
President 

Bell Aerospace Textron designs and manufactui^es electronic products, systems and 
software for the defense and space industries. Its products include aircraft landing sys
tems, inertial systems and components, and subsystems for satellite communications 
which are sold to government agencies and prime contractors. Key programs include 
systems for navigation and guidance of the Trident II submarine; a radar tracking and 
control system that automatically lands carrier-based aircraft in severe sea and weather 
conditions; and EHF antennas and precision pointing subsystems for the MILSTAR 
satellite communications network. 

Cadillac Gage Textron produces lightweight armored combat vehicles, turrets and 
weapon/turret control and stabilization systems, including the gun turret drive and sta
bilization system for the Ml Abrams main battle tank. These products are sold to the 
U.S. Government, its prime contractors, and to governments friendly to the U.S. by 
the division's sales force and independent manufacturers' representatives. 

HR Textron is a leading aerospace controls manufacturer. Selling mainly to prime 
airframe and engine contractors and to the U.S. Government, the division offers a 
wide range of services and products, including complete control systems and control 
system products, such as flight control actuation systems, servovalves, fuel and 
pneumatic system components, automatic test equipment and product support. These 
control systems are used on virtually all types of military and commei:cial aircraft, as 
well as on tanks, missiles and spacecraft. HR Textron's PTI Technologies subsidiary 
is a leader in high technology filtration for the aerospace/defense, fluid processing 
and fluid power industries. Its products and services include high performance filter 
modules and accessories. 

Textron Aerostructures is a subcontractor to the aerospace industry. It produces wings 
for Lockheed's C-5 airlifter and tail sections for Lockheed's C-130 airlifter. In 1987, 
it completed a major wing production program for IOO B-IB bombers. Textron Aero
structures" commercial contracts include wings for the Gulfstream IVexecutive jet 
and British Aerospace's BAeI46 commercial jetliner. 

Textron Defense Systems develops and produces advanced technology weapon sys
tems for the U.S. Department of Defense. As a leading supplier of strategic systems 
for the U.S. Air Force, the division makes the reentry system and the Mark 21 reentry 
vehicle and fuze for the Peacekeeper (MX) missile. In tactical systems, Textron 
Defense Systems is developing a fainily of "smart" anti-armor munitions, based 
on its Skeet warhead technology, which is in full scale development. 

Textron Marine Systems' major program, the Landing Craft, Air Cushion (LCAC), 
has progressed from development to full production. Textron Marine Systems is also 
pursuing development and production of other marine products, such as different 
types of air cushion vehicles, surface effect ships and conventional marine vessels, 
for both military and commercial application. 

Textron Specialty Materials is a leader in the development and manufacture of advanced 
composite materials and components, particularly for high temperature use. Materials 
utilized include boron, graphite, silicon carbide reinforced metals and carbon compos
ites. In addition, the division produces a line of fireproofing and thermal protection 
materials. 
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E-Z-Go 
P.O. Box 388 
Augus ta , GA 30913 
(404)798-4311 
Ronald V. Pa t te rson , 
President 

Homel i te 
P.O. Box 7047 
Char lo t te , NC 28241 
(704) 588-3200 
Robert D. Ba t t i ng , 
President 

Jacobsen 
1721 Packard Avenue 
Racine, Wl 53403 
(414)637-6711 
John R. Dvt/yer, Jr., 
President 

CWC Cast ings 
Henry St reet 
Muskegon , M l 49441 
(616)733-1331 
John L.Kel ly , 
President 

Davidson Exter ior 
Tr im Textron 
Route 6 ,Box 10 
Amer i cus , GA 31709 
(912)924-6111 
D. Michae l Wes ton , 
President 

Davidson Ins t rumen t 
Panel Textron 
875 Greenland Road, 
Bu i ld ing C 
Po r t smou th , NH 
03801 
(603)433-4142 
Frank J . Pres ton , 
Pres ident 

Davidson In te r io r 
Tr im Text ron 
Indust r ia l Park 
Dover, NH 03820 
(603) 742-0720 
Richard J . Ferrar i , 
President 

Commercial Products 
E-Z-Go is a leading producer of utility vehicles for sports and industry. The division 
manufactures three- and four-wheel gas and electric golf cars, and related parts and 
accessories, and is the leader in the fleet golf car market. It also produces utility vehi
cles for the turf, industrial and commercial markets and deluxe model golf cars for 
individual use, E-Z-Go products are distributed worldwide through independent dis
tributors and company branch facilities. 

Homelite produces a broad range ofoutdoor power equipment, including electric- and 
gasoline-powered chain saws and string triinmers. hedge trimmers, blowers, genera
tors, pumps and heaters under the Homelite brand. It also produces walk-behind and 
riding lawn mowers and snow removal equipinent marketed under the Homelite/ 
Jacobsen names. These products are sold through retailers serving the consumer, 
commercial and construction markets by Homelite's direct sales force in the U.S. and 
Canada, and by wholly owned branches, independent distributors and sales represen
tatives in the other parts of the world. 

Jacobsen is one of the leading producers of machines for the maintenance of large turf 
grass areas, such as golf courses, parks and ceineteries. Its products include greens 
and fairway mowing equipment, large commercial rotary mowers, aerators, seeders 
and sweepers. Jacobsen equipment is sold through approximately 200 contract dis
tributors and sales centers worldwide. 

CWC produces castings for automotive, truck and off-highway equipment manufac
turers. Its major products are automotive camshafts, diesel engine blocks, cylinder 
heads, transmission cases, and other components produced from grey iron, ductile 
iron and steel. Its products are sold to engine and parts manufacturers by the divi
sion's sales force. 

Davidson Exterior Trim Textron is the largest independent manufacturer and supplier 
of exterior trim parts, principally fascia and body moldings, to the North American 
manufacturers of cars and light trucks. The division shares a Detroit-based sales force 
and design office as vvell as a central marketing organization with the other Davidson 
divisions. These activities are complemented by a marketing group at the division 
location. 

Davidson Instrument Panel Textron is the leading independent producer of automotive 
instrument panels in the U,S., meeting more than 30 percent ofthe North American 
automobile and light truck requirement. Products are manufactured and delivered to 
assembly plants in the U.S. and Canada using the most advanced "just in time" sup
ply approach. 

Davidson Interior Trim Textron designs, engineers, manufactures and markets 
polymer-based trim components for automobiles and light trucks. Its principal prod
uct lines-armrests, console assemblies, instrument panel components and door panel 
assemblies-are shipped to automotive assembly plants in North America from manu
facturing locations in Dover, New Hampshire and Athens, Tennessee. The division 
maintains a tooling unit that provides leather masters, nickel electroforms and alumi
num tools. 

IVIcCord Winn Text ron 
g20 Wash ington 
Street 
Winchester, MA 
01890 
(617)729-4400 
A lber t R. Vanderb i l t , 
President 

Randall 
P.O. Box 46334 
C inc innat i , OH 45246 
(513)896-9400 
Richard J .P r i ce , 
President 

Camcar 
6 0 0 - 1 8 t h Avenue 
Rock fo rd , IL 61108 
(815)226-3600 
Robert H. Rothkopf , 
President 

Cherry 
P.O. Box 2157 
Santa Ana , CA 92707 
(714)545-5511 
Donald A. Eckerson, 
President 

Townsend 
5 2 5 0 - 7 7 Center Dr ive , 
Suite 300 
Char lo t te , NC 28217 
(704) 525-8003 
Nicholas J . Wodogaza, 
President 

Cont rac to r Tool and 
Equipment Textron 
4455 Boeing Dr ive 
Rock fo rd , IL 61109 
(815)399-2078 
Herbert L .Henke l , 
President 

Nor th Amer i can 
Machine Tool 
P.O. Box 700 
Walled Lake, M l 
48088 
(313)624-7800 
James F. Horgan, 
President 

Speidel 
70 Ship Street | ^ , 
Providence, Rl 02903 
(401)421-8600 ''; 
A l f red M. Masso t t i , V, 
President 

McCord Winn Textron manufactures electro-mechanical components for North 
American-based automobile and light truck producers. The division's principal prod
ucts are fuel pump armatures, windshield washer systems, horn pads, air pumps and 
switches. McCord Winn's products are sold directly to automotive manufacturers and 
their subcontractors. 

Randall supplies a wide range of functional and decorative parts in metal and plastics 
to original equipment manufacturers in both the automotive and appliance markets. 
Randall also manufactures products for Textron divisions and other commercial 
accounts. Us principal product areas are in roll sections, stampings and tubular steel; 
bright metal and painted moldings; decorative plastic painted components and 
chrome plated components; and in wheel ornamentation trim, covers, hub cabs and 
trim rings. 

Camcar is a leading producer of custom-engineered components and fasteners for 
such diverse industries as automotive, business equipment, electronics, railroad, 
appliance and truck/trailer. It is one of the fastener industry's leading suppliers of 
synergistic assemblies to the automotive industry. These asseinblies combine preci
sion Camcar products, utilizing such proprietary features as the TORX Drive System, 
with metal stamped, plastic and rubber components. 

Cherry manufactures fasteners for the aerospace, transportation and commercial 
markets. It is a world leader in the development and production of blind fasteners 
and fastener installation systeins. Cherry markets its products both through a world
wide distributor network and its own sales force. 

Townsend designs and manufactures a full line of mostly non-threaded specialty 
fasteners, proprietary fastening systems and precision cold-formed parts serving 
automotive, construction, electronics and office automation markets, as well as all 
major consumer goods markets. These products are marketed directly through sales 
engineering specialists supplemented by distributors and sales agents. 

Contractor Tool and Equipment Textron has two operations: Greenlee Tool produces 
and markets a broad range of powered equipment and hand tools, such as conduit 
benders, cable pullers and punch and die metal hole-making systems, to professional 
electricians; Forest City Tool manufactures woodworking tools and equipment, 
including wood augers, router bits, and indexible tooling for the furniture and wood
working markets. Both organizations sell through several thousand independent dis
tributors throughout the world. 

The North American Machine Tool Division is a group of companies involved in the 
design and manufacture of proprietary production machine tools, components and 
systems for the automotive, appliance, areospace, bearing, off-highway and plastic 
components industries. Most of its products are sold through its direct sales force in 
the U,S. and Canada, 

Speidel manufactures and distributes watch attachments, fashion bracelets, analog 
quartz watches, British Sterling men's toiletries and Sarah Coventry women's 
fragrances. Sales to jewelry, department, discount, variety and drugstores are made 
primarily through Speidel's direct sales force, supplemented by independent 
wholesalers. 
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Financial Services 
Finance 

Avco Financia l 
Services 
P.O. Box 19701 
I rv ine, CA 92713 
(714)553-1200 
Charles R. Rinehar t , 
Pres ident 

Textron Financia l 
Corpora t ion 
P.O. Box 6687 
Prov idence, Rl 02940 
(401)272-8000 
Stephen J . Davis, 
Pres ident 

Avco Financial Services' (AFS) consumer finance operations primarily involve unse
cured loans and loans secured by personal property in relatively small amounts pay
able over short periods of time. AFS also makes loans in larger amounts for longer 
periods which are secured by real property, and purchases installment sales contracts 
from various dealers, principally covering personal property. AFS operates approxi
mately 1,200 finance offices in the U.S., Australia, Canada and the United Kingdom. 

Textron Financial Corporation (TFC) is a commercial finance company offering 
equipment leasing, secured loans and inveniory financing services. In addition, TFC 
invests in third party leveraged lease transactions and engages in real estate financ
ings. While providing financing for Textron products, the division has, over the past 
several years, expanded its activities to include primarily non-Textron related 
financinas. 

Financial Section 
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36 Report of Certified Public Accountants 
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52 Financial Information by Business Segment 

and Geographic Area 
54 Quarterly Financial and Stock Information 
55 Combined Financial Statements of Finance 

and Insurance Subsidiaries 
65 Five-Year Summary 

Insurance 

Avco Insurance 
Services/Balboa Li fe 
and Casual ty 
P.O. Box 19702 
I rv ine, CA 92713 
(714)553-0700 
Car l ton W. Honebein , 
President 

Avco Insurance Services' (AIS) business consists primarily of credit related life and 
disability, and property/casualty, personal lines property/casualty and surety insur
ance offered through various subsidiaries in the U.S.. Australia and Canada. A sub
stantial part of AIS' business is directly related to consumer finance business placed 
through AFS loan offices. 

Paul Revere 
Insurance Group 
18 Ches tnu t Street 
Worcester , MA 01608 
(617)799-4441 
Aubrey K. Reid, Jr., 
Pres ident 

Paul Revere is the industry leader in individual non-cancellable disability income 
insurance. Its products are marketed primarily to professionals and business owners. 
Paul Revere also markets group life, medical, dental and disability insurance, life 
insurance, annuities and a range of financial products. Its products are distributed 
through the U.S. and Canada by its career and brokerage distribution channels. 
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Financial Review 

Liquidity and Capital Resources 
During 1987, Textron sold a numberof operations 
under a plan to reduce its debt following the acquisi
tion of Ex-Cell-O Corporation in September 1986. In 
addition, Textron sold 6.9 million shares of its com
mon stock in a public offering. Proceeds from these 
transactions (an aggregate of $489 million), as well 
as internally generated cash, allowed Textron to 
reduce its ratio of debt to total capital from approxi
mately 55% at January 3, 1987 to approximately 39% 
atjanuary 2, 1988. 

In October 1987, Textron entered into a credit 
agreement with 40 banks for a credit facility of $3.6 
billion, which brings Textron's total committed 
credit facilities to $3.9 billion. Credit facilities not 
used or reserved as support for outstanding commer
cial paper or bank borrowings were $3.4 billion at 
January 2, 1988. Textron also restructured its debt in 
1987 to lengthen the weighted average maturity of 
debt and to increase the percentage of fixed interest 
rate debt to total debt. 

In the fourth quarter of 1987, Textron announced 
its intention to purchase from time to time in the 
open market up to an aggregate of five million of its 
common shares. As of February 11, 1988, 2,2 million 
shares have been purchased under this program. 

Textron's credit facilities and cash flow from oper
ations should be more than sufficient to meet its 
working capital and capital expenditure needs and 
to provide Textron with the resources necessary to 
continue its growth. 

Financing for Textron is conducted by the parent 
company and each of its unconsolidated finance and 
insurance subsidiaries. This framework allows these 
subsidiaries, with specialized needs related to carry
ing portfolios of investments and receivables, to 
finance their respective operations, each through its 
own external group of creditors without guarantee 
from the parent company. Accordingly, the capital 
resources and liquidityof Textron's operations are 
best understood by separately considering its inde
pendent borrowing entities. 

Sources of cash to the parent company are derived 
from its cash flow from consolidated operations and 
dividends received from the unconsolidated finance 
and insurance subsidiaries, supplemented with 
borrowings. 

Textron's unconsolidated finance subsidiaries 
utilize a broad base of financial sources for their li
quidity and customer financing activities. Cash is 
provided from both operations and several different 
sources of borrowings, including unsecured borrow
ings under bank lines of credit, the issuance of 
commercial paper and sales of medium- and long-
term debt. 

For further information with respect to Textron's 
debt and credit facilities and its 1987 debt restruc
turing activities, see Note 6 to Textron's consolidated 
financial statements. For further information about 
the debt and credit facilities of the unconsolidated 
finance and insurance subsidiaries, see Note 4 to the 
combined financial statements of Textron's finance 
and insurance subsidiaries. 
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Results of Operations 
1987 vs. 1986 
Textron achieved record revenues and income from 
continuing operations in 1987. Total revenues 
from continuing operations rose 10% to $7.2 billion 
from $6.6 billion in 1986. Income from continuing 
operations was $261.1 million ($2.97 per share), 
an increase of 14% over 1986's results of $229.6 mil
lion ($2.78 per share). Results for 1987 include a 
profit from the sale of Avco Financial Services' 
(AFS) credit card receivables and capital gains, the 
aggregate of which was $48.1 million after-tax ($.55 
per share), while 1986 results included gains from 
the sale of certain receivables and capital gains, the 
aggregate of which was $42.2 million after-tax 
($.51 pershare). Results for 1987 also benefited by 
approximately $12.0 million ($. 14 per share) from 
the adoption ofthe new pension accounting rules of 
the Financial Accounting Standards Board. 

The benefit of improved operating profits, as dis
cussed below, was partially offset by higher interest 
expense and corporate expenses. The increase in cor
porate expenses in 1987 is principally a result of the 
gain from the sale in 1986 of corporate-held invest
ments. Higher interest expense for 1987 refiected 
Textron's increased level of debt following the acqui
sition of Ex-Cell-O, partially offset by the effect of 
lower interest rates. Textron's effective income tax 
rate in 1987 was lower than the 1986 rate, principally 
due to a reduction in 1987 in the federal statutory 
income tax rate for corporations. Earnings per share 
for 1987 reflected an increased average number of 
shares outstanding over the prior year. 

Net income for 1987 of $256.3 million ($2.92 per 
share) included an extraordinary loss of $32.6 mil
lion ($.37 per share) resulting primanly from the 
redemption of high interest rate debt by AFS, which 
was substantially offset by an after-tax gain of $27.8 
million ($.32 per share) from discontinued opera

tions. Last year's net income of $239.2 million 
($2.90 per share) included an after-tax gain of $16.3 
million ($.20 per share) from discontinued opera
tions, which was partially offset by an extraordinary 
loss of $6.7 million ($.08 per share) arising from the 
early redemption of certain debentures. 

1986 vs. 1985 
Total revenues from continuing operations rose 22% 
to $6.6 billion from $5.4 billion in 1985. Income 
from continuing operations was $229.6 million 
($2,78 per share), an increase of 38% over 1985's 
results of $166.9 million ($2.23 per share). This 
increase was attributable to improved results from 
most divisions and the inclusion of the results of Ex-
Cell-O from September 17,1986. Results for 1986 
included after-tax gains aggregating $42.2 million 
($.51 per share) from the sale of certain receivables 
and investments, while 1985 results included after
tax gains of $17.9 million ($.24 pershare) from the 
sale of investments. Lower interest expense reflected 
the benefit of Textron's debt reducdon program fol
lowing the acquisition of Avco and lower interest 
rates, partially offset by interest expense on the debt 
incurred to finance the acquisition of Ex-Cell-O, 
Textron's effective income tax rate in 1986 was 
higher than the 1985 rate, principally due to the 
repeal ofthe investment tax credit. Earnings per 
share for 1986 reflected an increased average number 
of shares outstanding over the prior year. 

Net income for 1986 of $239.2 million ($2.90 
per share) included a gain related to discontinued 
operations of $16.3 million ($.20 per share) which 
was partially offset by an extraordinary loss of $6.7 
million ($.08 per share). Net income for 1985 of 
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$251.8 million ($3.37 pershare) included a total of 
$84.9 million ($1.14 per share) of income frotn dis
continued operations, an extraordinary gain and an 
accounting change. 

Segment results for 1987 compared to 1986 and 
1986 compared to 1985 are discussed below. 

Aerospace Technology 
Aerospace Technology revenues of $3.9 billion in 
1987 were $366 million over their 1986 level, while 
profits increased $33 inillion to $310 million. The 
improved results were due primarily to the inclusion 
ofthe Ex-Cell-O Propulsion and Systems divisions 
for all of 1987, the benefit of which was partially off
set by generally lower volume of military business in 
the Systems segment and higher development costs. 

Helicopter revenues increased in 1987 as a result 
ofthe higher level of effort underthe fixed price 
U.S. Government contract for the full scale develop
ment of the V-22 Osprey TiltRotor aircraft. Profits 
are not being recognized on this contract until such 
time as profitability is assured. Results ofthe Propul
sion segment reflect the addition of Ex-Cell-O divi
sions offset in part by increased development costs 
on Textron Lycoming's T800 engine program. Reve
nues in the Systems segment were lower, despite 
inclusion of an Ex-Cell-O division for the entire 
year, due mainly to the completion ofthe B-IB wing 
program in the fourth quarter and generally lower 
levels of military business at other divisions. 

Revenues and profits in 1986 increased to $3.5 bil
lion and $277 million, respectively, an increase from 
1985 of $837 million and $66 inillion, respectively. 
The inclusion of the four Aerospace Technology 
Ex-Cell-O divisions from the date of acquisition ben
efited the Propulsion and Systems segments in 1986. 
The latter also benefited from increased wing deliv
eries underthe B-IB and C-5B aircraft programs. 

acceleration in 1986 to full production ofthe Peace
keeper (MX) missile reentry system and Mark 21 
vehicles, and a strong contribution from the LCAC 
air cushion vehicle program. The profit improvement 
in the Propulsion segment from increased deliveries 
of engines and spare parts for aircraft and M1 tanks 
was largely offset by increased development costs 
on the T800 engine program. Bell Helicopter's 
improved revenues were due principally to U.S. Gov
ernment development programs, partially offset by 
decreased international sales. Bell Helicopter's 
improved income reflected lower operating expenses 
as compared to 1985. 

Commercial Products 
Revenues and profits in 1987 were $1.5 billion and 
$160 million, respectively, up 34% and 38%, respec
tively, from last year. The improved performance 
resulted from the inclusion of the six Commercial 
Products Ex-Cell-O divisions for an entire year 
in 1987. 

Revenues of $1.1 billion in 1986 were $114 million 
over their 1985 level, while profits increased $42 
million to $116 million due principally to the inclu
sion ofthe Ex-Cell-O divisions from the date of 
acquisition and the successful introduction of new 
products also contributed to improved 1986 profits. 
Improved operating results for Textron's outdoor 
products businesses reflected management's success 
in reducing inventories (which resulted in the liqui
dation of lower cost LIFO inventories) and increased 
manufacturing efficiencies. 
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Financial Services 
Revenues and income in 1987 declined slightly from 
1986 levels, to $1.9 billion and $253 million, 
respectively. 

AFS' consumer finance revenues declined as a 
result of lower average receivables outstanding due 
to the sale of AFS' credit card business and lower 
yields. Income improved in 1987 as a result of the 
$52.3 million pre-tax gain on the sale of the credit 
card receivables, which gain more than offset the 
effect of lower yields on outstanding receivables 
and increased operating expenses. Results for 1986 
included a pre-tax gain of $8.3 million on the sale of 
certain receivables. 

Avco Insurance Services (AIS) reported signifi
cantly improved income on lower revenues mainly 
due to the termination of unprofitable business writ
ten through U.S. casualty managing general agents 
and an increase in investment income. The Paul 
Revere Insurance Group reported higher revenues 
mainly due to growth in individual disability income 
insurance and group insurance products. However, 
income decreased in 1987 primarily as a result of 
lower capital gains of $16.2 million as compared to 
$25,3 million in 1986. 

The sharp decline in Management Services' reve
nues and profits reflected the continuing phase out in 
1987 of contracts in Saudi Arabia. 

The Financial Services sector's revenues rose 14% 
to $2.0 billion in 1986, while income increased 
slightly to $255 million. 

AFS' consumer finance operation reported higher 
revenues in 1986 versus 1985, while income declined 
as the pre-tax gain of $8.3 million on the sale of cer
tain receivables was more than offset by a rise in net 
credit losses. Contributing to the higher charge-offs 

in 1986 were both a change in receivable mix to a 
greater emphasis on unsecured loans and the rela
tively high level of consumer installment debt in 
relation to disposable income over the previous few 
years. TFC's increased income in 1986 versus 1985 
was a result of the beneficial effect of lower tax rates 
on TFC's leveraged lease portfolio. 

AIS' revenues improved in 1986 versus 1985, 
resulting primarily from an increase in sales of auto
mobile insurance products generated by managing 
general agents in the U.S, property and casualty 
operation, combined with an increase in investment 
income. However, income decreased in 1986 due to 
U.S. casualty underwriting losses principally in the 
automobile business written through managing gen
eral agents, which business resulted in a pre-tax loss 
(net of related investment income) of approximately 
$25 million. Paul Revere reported improved revenues 
and income in 1986 compared to 1985. Revenues 
increased largely due to the strength of disability 
income insurance products. Factors responsible for 
higher income included earnings growth in all lines 
of business, increased investment income and capital 
gains of $25,3 million as compared to $11.9 million 
in 1985. 

Management Services' results included favorable 
contract adjustments in 1986. 
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I I 
Report of Management 

The consolidated financial statements of Textron Inc. 
have been prepared by management and have been 
audited by Textron's certified public accountants, 
Arthur Young & Company, whose report appears on 
this page. Management is responsible for the consol
idated financial statements, which have been pre
pared in conformity with generally accepted 
accounting principles and include amounts based on 
management's judgments. 

Management is also responsible for maintaining 
internal accounting control systems designed to pro
vide reasonable assurance, at appropriate cost, that 
assets are safeguarded and that transactions are exe
cuted and recorded in accordance with established 
policies and procedures. Textron's systems are under 
continuing review and are supported by, among other 
things, business conduct and other written guide
lines, an internal audit program and the selection and 
training of qualified personnel. 

The Board of Directors is responsible for the Com
pany's financial and accounting policies, practices 
and reports. Its Audit Committee, composed of five 
outside directors, meets regularly with the certified 
public accountants, representatives of management 
and the internal auditors to discuss and make inquir
ies into their activities. Both the certified public 
accountants and the internal auditors have free access 
to the Audit Committee, with and without manage
ment representatives in attendance. 

B.F Dolan 
Cliairman, Presideni and 
Cfiief Executive Officer̂  

Dennis G. Little 
Executive Vice President and 
Cfiief Financial Officer 

February 11, 1988 

Report of Certified Pubiic Accountants 

^ Arthur Young 
277 Park Avenue 
New York. New York 10172 

The Board of Directors and Shareholders 
Textron Inc. 

We have examined the accompanying consolidated 
balance sheet of Textron Inc. and the combined bal
ance sheet of Textron's unconsolidated finance and 
insurance subsidiaries at January 2, 1988 and Janu
ary 3, 1987, and the related consolidated and com
bined statements of income and changes in financial 
position and consolidated statement of changes in 
shareholders' equity for each of the three years in the 
period ended January 2, 1988. Our examinations 
were made in accordance with generally accepted 
auditing standards and, accordingly, included such 
tests of the accounting records and such other audit
ing procedures as we considered necessary in the 
circumstances. 

In our opinion, the statements mentioned above 
present fairly the consolidated financial position of 
Textron Inc. and the combined financial position of 
Textron's unconsolidated finance and insurance sub
sidiaries at January 2, 1988 and January 3, 1987, and 
the consolidated and combined results of operations 
and changes in financial position for each of the 
three years in the period ended January 2, 1988, in 
conformity with generally accepted accounting prin
ciples applied on a consistent basis during the period 
subsequent to the change, with which we concur, 
made as ofthe beginning of 1985 in the method of 
accounting for investment tax credits as described in 
Note 1 to the consolidated financial statements. 

February 11, 1988 
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Textron Inc. 
Consolidated Statement of Income 

For each ofthe ihree years in the period ended January 2,1988 
(In millions except per share amounis) 

Sales 
Costs and expenses: 
Cost of sales 
Selling and administrative 

Equity in pre-tax income of unconsolidated finance and 
insurance subsidiaries 

Interest income 
Interest expense 

Income from continuing operations before income taxes 
Income taxes 

Income from continuing operations before extraordinary 
item and cumulative effect of a change in accounting 
principle 

Discontinued operations: 
Income from discontinued operations, net of income 

taxes 
Gain on sales of discontinued operations, net of 

income taxes 
Extraordinary item, net of income taxes 
Cumulative effect of a change in accounting principle 

Net income 

Income per common share: 
Income from continuing operations before extraordinary 

item and cumulative effect of a change in accounting 
principle 

Discontinued operations 
Extraordinary item 
Cumulative effect of a change in accounting principle 

Net income 

1987 

$5,388.4 

4,387.7 
604.3 

396.4 

253.3 
9.0 

(206.1) 

452.6 
191.5 

261.1 

3.5 

24.3 
(32.6) 

$ 256.3 

$ 2.97 
.32 

(.37) 

$ 2.92 

1986 

$4,688.1 

3,768.3 
539.6 

380.2 

223.5 
11.4 

(191.5) 

423.6 
194.0 

229.6 

8.3 

8.0 
(6.7) 

$ 239.2 

2.78 
.20 

(.08) 

$ 2.90 

1985 

$3,732.9 

2,953.7 
509,7 

269.5 

213.4 
12.1 

(215.8) 

279.2 
112.3 

166.9 

56.7 

16.4 
11.8 

$ 251.8 

2.23 
.76 
.22 
.16 

$ 3.37 

See notes lo consolidaled financial slalemenis. 
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Textron Inc. 
Consolidated Balance Sheet 

(Dollars in millions) 

Assets 
Current assets: 
Cash and short-term investments 
Accounts receivable (less allowances of $17.2 and $18.4) 
Inventories 
Net assets of discontinued operations 
Other current assets 

Less accumulated depreciation 

Goodwill (less accumulated amortization of $33.4 and $13.1) 
Other assets 

Total assets 

Liabilities and shareholders ' equity 
Current liabilities: 
Short-term debt 
Current maturities of long-term debt 
Accounts payable 
Income taxes 
Other current liabilities 

Total current liabilities 

Long-term debt 
Other liabilities and deferred credits 

Less cost of treasury shares 

Total shareholders ' equity 

Total liabilities and shareholders ' equity 

See noles lo consolidated financial statements. 
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J a n u a r y 2, 
1988 

1,423.9 
632.9 

791.0 
739.3 
148.1 

$5,343.6 

1.1 
2.8 

405.0 
47.3 

831.5 

1,287.7 

1,485.8 
262.9 

Shareholders ' equity: 
Capital stock: 

Preferred Stock (15.000,000 shares authorized): 
$2.08 Cumulative Convertible Preferred Stock, Series A 

(liquidation value $37.3) 
$1.40 Convertible Preferred Dividend Stock, Series B 

(preferred only as to dividends) 
Common Stock, 12.50 par value (250,000,000 shares authorized; 

90,051,000 and 81,646,000 shares issued) 
Capital surplus 
Retained earnings 
Currency translation adjustment 
Marketable equity securities valuation adjustment 

2,307.2 

$ 5 , 3 4 3 . 6 

January 3, 
1987 

Total current assets 
Investments in unconsolidated finance and insurance subsidiaries 
Property, plant and equipment, at cost: 
Land and buildings 
Machinery and equipment 

10.5 
773.2 

1,210.4 
123.9 
56.4 

2,174.4 
1,490.8 

362.3 
1,061.6 

$ 51.7 
844.0 

1,320.7 
-

64.8 

2,281.2 
1,394.2 

408.6 
1.044.0 

1,452.6 
595.0 

857.6 
761.9 
262.2 

$5,557. 

22.3 
9.1 

392.1 
123.8 
737.9 

1,285.2 

2.181.5 
243.2 

17.6 

8.7 

11.2 
624.0 

1,672.1 
4.8 

.3 

2,338.7 
31.5 

26.3 

9.3 

10.2 
372.5 

1,502.8 
(36.6) 

2.6 

1,887.1 
39.9 

1,847.2 

$5,557. 

Textron Inc. 
Consolidated Statement of Changes in Financial Position* 

For each ofthe three years in Ihe period ended January 2, 1988 
(In millions) 1987 1986 1985 

Source of funds: 
Income from continuing operations 
Undistributed earnings of unconsolidated finance and 

insurance subsidiaries before extraordinary loss 
Depreciation and amortization 

Extraordinary item, excluding portion attributable to 
unconsolidated finance subsidiary in 1987 

Proceeds from sales of discontinued operations 
Contributions of common stock to employee benefit plans 
Disposition of property, plant and equipment 
Decrease in investments 
Other-net 

$ 261.1 

(94.1) 
160.4 

229.6 $ 166.9 

(97.0) 
111.3 

(78,4) 
92.8 

Total from continuing operations 

Income from discontinued operations 
Depreciation and amortization 

Total from discontinued operations 

Total from operations before extraordinary item 

327.4 

3.5 
9.9 

13.4 

340.8 

243.9 

8.3 
12.8 

21.1 

265.0 

181.3 

56.7 
31.6 

88,3 

269,6 

(8.0) 
93.0 
64.4 
39.5 
65.4 
81.3 

(6,7) 
454,6 

19.4 
38.0 
23.2 
50,3 

16,4 
210.0 

2.2 
16.6 
67.2 
(9.4) 

876.4 843.8 572.6 

Use of funds: 
Capital expenditures 
Dividends 
Capital contribution to unconsolidated finance and 

insurance subsidiaries 
Changes in working capital:** 

Increase (decrease) in current assets: 
Accounts receivable 
Inventories 
Other current assets 

Decrease (increase) in current liabilities: 
Accounts payable 
Income taxes 
Other current liabilities 

Increase in funds before financing and acquisition 

218.3 
87.0 

3.9 

377.9 

498.5 

181,3 
74,0 

393.4 

450.4 

172,2 
67.0 

15.4 

64.7 
8.3 
5.1 

(53.6) 
31.3 
12.9 

45.3 
35.2 
(6.3) 

76,1 
(61,9) 
49,7 

42.9 
23.3 

(27.8) 

(2.8) 
36,5 

(130.5) 

196.2 

376.4 

Financing: 
Long-term borrowings 
Other changes in debt - net 
Sales of common stock 
Purchases of common stock 

564.0 
(1,287.2) 

195.6 
(12.1) 

1,403.8 
(850.2) 

-
-

1,887,9 
(1,087,6) 

209.4 
-

Cash provided (used) by financing activities (539.7) 553.6 1,009.7 

Acquisition of Ex-Cell-O and Avco: 
Investments in unconsolidated finance and insurance subsidiaries 
Property, plant and equipment, goodwill and other assets 
Long-term debt and other liabilities assumed 
Working capital excluding cash 

(880.2) 
47.4 

(167.1) 

(1,163,9) 
(630.5) 
422.3 

(9.3) 

Cash used in acquisition 

Increase (decrease) in cash and short-term 
investments during the period 

Cash and short-term investments at beginning of period 
(41.2) 
51.7 

Cash and short-term investments at end of period $ 10.5 

(999.9) (1,381,4) 

4.1 
47.6 

$ 51.7 

4.7 
42.9 

$ 47.6 

*ln November 1987, lhe Financial Accounting Siandards Board issued Statemeni of Financial Accounting Siandards 
No. 95. ' 'Statement of Cash Flows,'' which will require revisions to the format of this financial statement for the year 
ended December 31, 1988. 

**E.xcludes (a) changes in working capital related to discontinued operations and (b) working capital ofE.x-Cell-O and 
Avco at the dates of their acquisition in 1986 and 1985, respectively. 

See notes lo consolidaled financial statements. 
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Textron Inc. 
Consolidated Statement of Changes in Shareholders' Equity 

For each ofthe three years 
in lhe period ended January 2, 1988 
(Dollars in millions: shares in thousands) 

Capital stock 

Preferred 

$2.08 $1.40 Common 

Balance 
December 29, 1984 

Conversion of preferred stock 
Sales of common stock: 

Public offering 
Other 

Exercise of options 
Contributions of common stock to 

employee stock savings plan 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock ($.90 per share) 

$36.0 
(5.0) 

;i2.2 
(2.2) 

$ 9.0 
.1 

1.0 

Capital 
surplus 

$148.3 
7.1 

183.7 
12.1 
3.2 

Retained 
earnmgs 

$1,152.8 
-

_ 
-
-

1.1 

251.8 

(3.3) 
(63.7) 

Marketable 
Currency equity securities Cost of 

translation valuation treasury 
adjustment adjustment shares 

Shares outstanding (1) 

$(30.0) $ - $ 74.4 

(12.6) 
(8.9) 

(1.1) 

Preferred 

$2.08 

1.453 
(212) 

$1.40 

541 
(182) 

Common 

67,582 
794 

8,000 
954 
732 

84 
(31.8) 

2.7 

Balance 
December 28, 1985 

Conversion of preferred stock 
Exercise of options 
Contributions of common stock to 

employee stock savings plan 
Currency translation adjustment (2) 
Marketable equity securities valuation adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock ($.90 per share) 

31.0 
(4,7) 

10.0 
(.7) 

10.1 
.1 

355.5 
5.3 
1,3 

10.4 

1,337,6 (61.8) 2.7 51.8 

(2.9) 

(9.0) 

1,241 
(197) 

359 
(58) 

— 

78,146 
538 
300 

688 
25.2 

(•1) 
239,2 

Balance 
January 3, 1987 

Conversion of preferred stock 
Sale of common stock in a public offering 
Purchases of common stock 
Exercise of options 
Contributions of common stock to 

employee benefit plans 
Currency translation adjustment (2) 
Marketable equity securities valuation adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock ($.975 per share) 

-
-

26.3 
(8.7) 

: 

-
-

9.3 
(.6) 

-

-
-

10.2 
.1 
.8 

.1 

-
-

372.5 
9.2 

194.8 

1.5 

46.0 

(2.8) 
(71.2) 

1,502.8 
-

-

(36,6) 2.6 39.9 
-
-

12,1 
(2.2) 

1,044 
(367) 

-
-
-

301 
(54) 

-
-
-

79,672 
904 

6,900 
(557) 
218 

256.3 

(2.0) 
(85.0) 

Balance 
January 2, 1988 $17.6 $ 8.7 $11.2 $624.0 $1,672.1 

(/) Shares issued at end of 1984.1985,1986 and 1987 were as follows (in thousands): 
$2.08 Preferred-1.522; 1,310:1.113 and 746 shares, respectively: $1.40 Preferred-
1,028: 846: 788 and 734 shares, respectively: Common-72,314: 81,108; 81,646 and 
90.051 shares, respectively. Shares held in the treasury at the end of 1984,1985, 1986 
and 1987 were as follows (in thousands): $2.08 Preferred-69 shares at all such dales: 
$1.40 Preferred-487 shares al all such dates: Common-4,732: 2,962:1,974 and 949 
shares, respectively. 

(18.3) 1,965 
41.4 

(2.3) 

$ 4.8 $ .3 $ 31,5 677 247 89,102 

(2 j Includes reduction in currency translation adjustment relaled to sales of discontinued 
bperations: $31.1 million in 1986: $4.7 million in 1987. 

See notes to consolidated financial statements. 
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Textron Inc. 
Notes to Consolidated Financial Statements 

1. Summary of Significant Accounting Policies 

Principles of consolidation 
The consolidated financial statements include the 
accounts of Textron and all of its subsidiaries except 
for its finance and insurance subsidiaries which are 
accounted for on the equity method. All significant 
intercompany transactions are eliminated. For infor
mation about Textron's unconsolidated finance and 
insurance subsidiaries, see pages 55 to 64. For infor
mation about acquisitions and discontinued opera
tions, see Notes 2 and 3, respectively. 

In October 1987, the Financial Accounting Stan
dards Board issued Statement of Financial Accounting 
Standards No. 94, "Consolidation of All Majority-
owned Subsidiaries," which will require Textron to 
consolidate its finance and insurance subsidiaries in 
its consolidated financial statements at and for the 
year ended December31, 1988. Prior periods' finan
cial statements will be restated to conform to this 
presentation. 

TY-anslation of foreign currencies and foreign 
exchange transactions 
Adjustments resulting from the translation ofthe 
financial statements of most of Textron's foreign 
operations are excluded from the determination of its 
income and accumulated in a separate component of 
shareholders' equity until the entity is sold or sub
stantially liquidated. Foreign exchange gains and 
losses included in income from continuing operations 
in 1987, 1986 and 1985 were not material. 

Income taxes 
Income tax expense is calculated based on income 
before income taxes per the consolidated financial 
statements. Such expense differs from taxes cur
rently payable because of timing differences in that 
certain income and expense items are reported in 
Textron's consolidated statement of income in years 
different from those in which they are reported in 
Textron's income tax returns. 

Deferred income taxes have not been provided for 
the undistributed earnings of foreign subsidiaries. 
Management's intention is to reinvest such undistrib
uted earnings outside the United States for an indef
inite period, except for distributions upon which 
incremental U.S. income taxes would not be material. 

See Note 7 to the combined financial statements 
of Textron's finance and insurance subsidiaries for 
information about their income taxes. 

Effective at the beginning of 1985, Textron 
changed its method of accounting for investment tax 
credits from the deferral method to the flow-through 
method with respect to its manufacturing operations. 
(In accordance with industry practice, Textron's 
unconsolidated finance companies continue to use 
the deferral method with respect to their leasing 
operations.) This change was made to conform to 
the method used by the manufacturing operations of 
Textron's Avco subsidiary as well as to achieve com
parability with the accounting practices of most 
other manufacturing companies. 

In December 1987, the Financial Accounting 
Standards Board issued Statement of Financial 
Accounting Standards No, 96, "Accounting for 
Income Taxes" (FAS 96), which is required to be 
implemented by Textron no later than 1989. When 
implemented, FAS 96 will require Textron to modify 
its income tax accounting so that deferred taxes are 
stated at prevailing tax rates. In addition, FAS 96 will 
establish more restrictive criteria with regard to the 
recognition of deferred tax assets and will signifi
cantly modify the tax accounting in purchase busi
ness combinations. Textron is currently studying 
the impact of FAS 96 on its consolidated financial 
statements. Although the study is not yet complete, 
adoption ofthis statement could possibly reduce 
shareholders' equity by an amount that approximates 
$150 million (related principally to the tax account
ing for purchase business combinations, including a 
reduction of related deferred tax assets, which upon 
realization would reduce income tax expense). 

Property, plant and equipment 
The cost of property, plant and equipment is being 
depreciated based on the estimated useful lives ofthe 
assets. Depreciation applicable to continuing opera
tions amounted to $139 million in 1987, $102 million 
in 1986 and $84 million in 1985, including deprecia
don using accelerated methods of $59 million, $52 
million and $44 million, respectively. 

Goodwill 
Goodwill related to Textron's manufacturing opera
tions is being amortized on the straight-line method 
principally over 40 years. Goodwill applicable to and 
included in Textron's investments in unconsolidated 
finance and insurance subsidiaries in the consoli
dated balance sheet ($410.9 million and $429.4 mil
lion at the end of 1987 and 1986, respectively) is 
being amortized on the straight-line method over 
25 years. 

Inventories 
Inventories are carried atthe lowerof cost or market. 
Inventories aggregating $669 million at January 2, 
1988 and $764 million at January 3, 1987 were val
ued by the last-in, first-out (LIFO) method. (If such 
LIFO inventories had been valued at current costs, 
they would have been approximately $63 million and 
$57 million higher at those respective dates.) The 
remaining inventories, other than those related to 
long-term contracts and programs, are valued gener
ally by the first-in, first-out method. 

Inventories relating to long-term contracts and 
programs, net of progress payments, were $535 mil
lion at January 2,1988 and $482 million at January 3, 
1987, including unamortized initial tooling and other 
non-recurring costs, direct production costs and 
manufacturing overhead. As to government contracts, 
inventory costs also generally include general and 
administrative expenses ($55 million at January 2, 
1988; $62 million at January 3, 1987). In accordance 
with industry practice, amounts relating to long-
term contracts and programs are classified as current 
assets although certain of these amounts are not 
expected to be realized within one year. 

Long-term contracts and programs 
Sales under fixed price contracts and programs are 
generally recorded as deliveries are made. Sales 
under cost reimbursement-type contracts are 
recorded as costs are incurred and fees are earned. 
Profits expected to be realized on long-term con
tracts and programs are based on estimates of total 
sales value and cost at completion, which estimates 
are reviewed and revised periodically throughout the 
lives of the contracts and programs. Adjustments to 
profits resulting from such revisions are recorded 
in the accounting period in which the revisions are 
made. Estimated losses on contracts and programs 
are recorded when identified. 

Research and development 
Company sponsored research and development 
expenditures are charged to expense as incurred. 
Total expenditures on research and development 
activities applicable to continuing operations 
amounted to $550 million, $532 million and $483 
million in 1987, 1986 and 1985, respecdvely, of 
which $116 million, $99 million and $81 million 
were Company sponsored. 

Pension and other postemployment benefits 
Effective at the beginning of 1987, Textron adopted 
Statement of Financial Accoundng Standards No, 
87, "Employers' Accounting for Pensions," with 
respect to its U.S. pension plans. For information 
about pension and other postemployment benefits, 
see Note 9. 

Income per common share 
Income per common share is based on average com
mon shares outstanding during each year assuming 
full conversion of preferred stock and exercise of 
stock options. Average common shares outstanding 
were 87,733,000 in 1987, 82,564,000 in 1986 and 
74,636,000 in 1985. All share and per share data 
have been restated to reflect the effect ofthe two-for-
one common stock split in May 1987. See Note 7 for 
information about Textron's common stock. 

2. Acquisitions 

Under an Agreement and Plan of Merger entered 
into in August 1986, Textron acquired for cash over 
93% of the outstanding common stock of Ex-Cell-O 
Corporation as of September 17,1986 and the balance 
by statutory merger on September 30, 1986. Textron 
has accounted for the acquisition of Ex-Cell-O as a 
purchase and, accordingly, Ex-Cell-O's results of 
operations are included in Textron's financial state
ments from September 17,1986. Textron has allo
cated its purchase price of approximately $1 billion 
to the underlying assets and liabilities of Ex-Cell-O 
based on their respective fair values. The excess 
($634.9 million) of Textron's purchase price over 
the fair values of Ex-Cell-O's net assets is being 
amortized over 40 years. 

Presented below are condensed unaudited state
ments of income which combine on a pro forma basis 
the statements of income of Textron for the 1986 fis
cal year (ended January 3,1987, which included 
Ex-Cell-O's results from September 17,1986) and 
Ex-Cell-O for the period January 1,1986 to Septem
ber 16, 1986 and for the two companies for their 
respecdve 1985 fiscal years. The pro forma state
ments of income have been prepared as if Textron's 
acquisition of Ex-Cell-O had occurred at the begin
ning of 1986 and 1985, respectively. The pro forma 
results are not necessarily indicative of what would 
have occurred had the acquisition been consummated 
as of the beginning of the respective periods. 
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Condensed pro forma statement of income 
(unaudited) 

(In millions except per share 
amounis) 1986 1985 
Sales 
Cost of sales and selling 

and administrative 
expenses 

$5,351.5 $4,639.7 

4,931.5 4,283.9 

Equity in pre-tax income of 
unconsolidated finance and 
insurance subsidiaries 

Interest expense-net* 

420.0 355.8 

223.7 213.9 
245.8 304.6 

Income from continuing 
operations before income 
taxes 

Income taxes 
397.9 
185.2 

265.1 
104.9 

Income from continuing 
operations 

Net income 

Income per common share: 
Income from continuing 

operations 

Net income 

$ 

$ 

$ 

$ 

212.7 

225.7 

2.58 

2.73 

$ 

$ 

$ 

$ 

160.2 

248.4 

2.15 

3.33 

*lncludes interest on borrowings to finance the acquisi
tion of Ex-Cell-O using the approximate weighted aver
age interest rates lhat would have been payable for the 
period December 29. 1985 to September 16, 1986 and for 
1985 under Textron's credit agreements-8.24% and 
9.42%, respectively. 

Under an Agreement and Plan of Merger entered 
into in December 1984, Textron acquired for cash 
over 95% of the outstanding common stock of Avco 
Corporation effective on January 9,1985 and the bal
ance by statutory merger on February 28, 1985 for 
approximately $1.4 billion. Textron has accounted 
for the acquisition of Avco as a purchase and, accord
ingly, Avco's results of operations are included in 
Textron's financial statements from January 10, 
1985. Textron has allocated its purchase price to the 
underlying assets and liabilities of Avco based on 
their respective fair values. 

3. Discontinued Operations 

Textron sold a numberof operations in 1987. Aggre
gate cash proceeds from the sales of these units 
amounted to approximately $293 million. Textron 
has also offered or plans to offer for sale certain 
other businesses. 

The assets and liabilities of discontinued opera
tions not yet sold have been netted and classified 
separately in the consolidated balance sheet at 
January 2,1988. 

In 1985 and in 1986, Textron sold a number of 
units, principally in the Commercial Products 
segment. The net gain on the sales of these units was 
recorded in income upon the completion ofthe asset 
disposition program in 1986. The aggregate cash pro
ceeds from these sales amounted to approximately 
$455 million in 1986 and $210 million in 1985. 

Operating results of the units sold and to be sold 
are reported as discontinued operations in Textron's 
consolidated statement of income. Prior years' state
ments of income have been restated for discontinued 
operations. Such operations had aggregate sales of 
$273 million, $538 million and $1.3 billion in 1987, 
1986 and 1985, respectively 

4. Inventories 

(In millions) 
January 2, 

1988 

Progress payments 
1,628.4 
(418.0) 

$1,210.4 

5. Other Current Liabilities 

January 3, 
1987 

Finished goods $ 218.5 $ 226.4 
Work in process 1,249.1 1,417.7 
Raw materials and supplies 160.8 178.6 

1,822.7 
(502.0) 

$1,320.7 

(In millions) 

Salaries and wages 
Customers' deposits 
Interest 
Insurance 
Taxes, other than 

income taxes 
Other 

January 2, 
1988 

$135.2 
140.6 
33.4 
64.8 

19.8 
437.7 

$831.5 

January 3, 
1987 

$142.7 
43.5 
31.2 
66.3 

28.1 
426.1 

$737.9 

'*m. 
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6. Debt and Credi t Facilities 

Long-term debt is summarized as follows: 

(In millions) 

Senior: 
Borrowings under or 

supported by credit 
facilities* 

12% Notes due 1990 
11% Notes due 1995 
10%% Senior Notes due 

1998 
9'/4% Debentures due 

2016 
71/2% Sinking Fund 

Debentures due 1997 
Medium-Term Notes. 

Series A and B, 
due 1989-1997 
(average approxi
mately 10%) 

Other notes (average 
approximately 7%) 

Total senior 

Subordinated: 
1 P/4% Subordinated 

Notes due 1995 
9'/2% Subordinated 

Debentures due 2016 
9'/4% Subordinated 

Debentures due 2017 
7'/2% Subordinated 

Debentures due 1993 
5'/2% Subordinated 

Debentures due 1993 

Total subordinated 

Less current 
maturities 

January 2, 
1988 

$ 364.0 
-

99.8 

77.5 

150.0 

19.2 

282,4 

51.3 

1,044.2 

149.4 

148.7 

146.3 

-

-

444.4 

1,488.6 

2.8 

$1,485.8 

January 3, 
1987 

$1,339,4 
64.6 
99,7 

99.5 

150.0 

19.2 

-

54,5 

1,826.9 

149.3 

147.6 

— 

50.0 

16,8 

363.7 

2,190.6 

9.1 

$2,181.5 

*The weighted average interest rates on these borrowings 
al January 2, 1988, January 3, 1987 and December 28, 
1985 were 7.62%, 6.15% and 8.57%, respectively, and 
the weighted average interest rates for the years 1987, 
1986 and 1985 were 6.65%. 6.94% and 9.04%, 
respectively." 

Reiquired payments and sinking fund requirements 
during the next five years on long-term debt out
standing at January 2,1988 (excluding amounts that 
might become payable under the Company's credit 
agreements) are as follows: $2.8 million in 1988; 

$24.3 million in 1989; $57.1 million in 1990; $40.2 
million in 1991; and $99.3 million in 1992. 

Textron maintains credit facilities with various 
domestic and foreign banks for borrowing funds on a 
short- and long-term basis. 

Textron has linesof credit with certain banks, prin
cipally on an informal basis, totaling $122 million 
which are available to the Company and are also par
tially available ($66 million) to Textron Financial 
Corporation (TFC), an unconsolidated subsidiary. In 
some cases, banks require that Textron maintain cer
tain balances which are generated by the time lag in 
presentation of company checks for payment. 

Additionally, in October 1987 Textron entered into 
a credit agreement with 40 banks for a credit facility 
of $3.6 billion, of which (a) $1.9 billion is available 
on a revolving basis until December 31, 1990 unless 
extended pursuant to the terms of the agreement 
(after which date any outstanding loans will be pay
able in eight equal semi-annual installments com
mencing six months thereafter) and (b) $1.7 billion 
is available until December 31,1989 unless extended 
pursuant to the terms ofthe agreement. Any loan 
underthe $1.7 billion portion ofthe facility will be 
payable in eight equal semi-annual installments com
mencing six months following the making of such 
loan. Concurrently with signing this agreement, 
Textron canceled its then-existing domestic revolv
ing credit facilities of $1,6 billion. 

Textron also has $200 million available under a 
facility agreement (which includes a foreign cur
rency borrowing option) which provides funds on a 
revolving basis with no loan maturing after April 1991, 

Borrowings under Textron's credit facilities are 
available, at Textron's option, at the prime rate or at 
a surcharge over a certificate of deposit rate or the 
Eurodollar Rate. Borrowings may also be made at 
fixed rates of interest competitively offered by indi
vidual banks. If Textron's public debt ratings were to 
fall below certain levels, additional interest would be 
payable based on the ratio of its consolidated total 
debt to consolidated net worth. Fees range from Vs to 
% of 1% per annum depending upon Textron's public 
debt ratings. 

The agreements contain provisions relating to 
maximum allowable consolidated total debt levels 
and consolidated total debt to consolidated net worth 
ratios. In addition, Textron is required to maintain a 
minimum fixed charge coverage ratio and minimum 
levels of shareholders' equity. 

All of Textron's credit facilities are available 
for support of its commercial paper and short-term 
bank borrowings. Based on these agreements, all of 
Textron's commercial paper and bank borrowings 
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(an aggregate of $364 million at January 2, 1988 and 
$1,3 billion at January 3, 1987) have been classi
fied as long-term debt. 

Credit facilities not used or reserved as support for 
outstanding commercial paper or bank borrowings 
were $3.4 billion at January 2, 1988. 

Net amounts due under interest rate exchange 
agreements increased interest expense by $7.3 mil
lion,$12,1 million and $8.1 million in 1987, 1986 
and 1985, respectively. In 1987, Textron terminated 
five such agreements, which had had the effect of 
fixing the rate of interest on an aggregate of $157.9 
million of variable interest rate borrowings. The 
premiums paid to terminate the five agreements 
are being amortized over the original terms of the 
agreements. 

In 1987, Avco Financial Services, Inc., an uncon
solidated subsidiary of Textron, purchased $412 mil
lion of its outstanding notes at a premium. (See Note 
4 to the combined financial statements of Textron's 
finance and insurance subsidiaries for further infor
mation about AFS' debt and credit facilities.) In 
addition, Avco Corporation and Textron purchased 
an aggregate of $161 million of their outstanding 
notes. These transactions resulted in an extraordi
nary loss, net of income taxes, of $32.6 million. 

In 1986 and 1985, Textron called for redemption 
certain subordinated debentures, resulting in an 
extraordinary loss, net of income taxes, of $6.7 mil
lion In 1986 and an extraordinary gain, net of income 
taxes, of $16.4 million in 1985. 

The amountof the net assets of Textron's 
unconsolidated finance and insurance subsidiaries 
available for cash dividends and other payments 
to Textron is restricted by the terms of agreements 
with their lenders and by insurance statutory require
ments. As of January 2,1988, approximately $293 
million of their net assets of $1.5 billion were avail
able to be transferred to Textron pursuant to these 
restrictions. See Note 4 to the combined financial 
statements of Textron's finance and insurance subsi
diaries for further information about their debt and 
credit facilities. 

7. Shareholders' Equity 

Common stock 
In April 1987, Textron's shareholders approved 
an amendment to Textron's charter increasing its 
authorized numberof common shares to 250 million 
from the previously authorized 150 million. Also 
with shareholder approval, the common shares were 
split two-for-one in May 1987. All share and per 
share data have been restated to reflect the split. 

Preferred stock 
Each share ofthe $2.08 Preferred Stock ($23.63 
approximate stated value) is convertible into 2.2 
shares of common stock and is redeemable by Textron 
at $50 per share. In the event of involuntary liquida
tion, preferred shareholders would be entitled to $50 
per share and accrued dividends, and in the event of 
voluntary liquidation to $50 per share. 

Each share of $1.40 Preferred Dividend Stock 
($11.82 approximate stated value) is convertible into 
1.8 shares of common stock and is redeemable by 
Textron at $45 per share. In the event of liquidation, 
holders of each share of such stock would receive 
accrued dividends and thereafter share ratably on a 
converted basis with holders of common stock, sub
ject to the prior rights of the $2.08 Preferred Stock. 

Preferred stock purchase rights 
In March 1986, Textron declared a dividend of one 
Preferred Stock Purchase Right (Right) for each out
standing share of common stock. In December 1987, 
Textron amended the terms of the Rights. As a result 
of the stock split in May 1987, one-half Right is 
attached to each outstanding share of common stock. 
Each whole Right will entitle the holder to buy one 
unit of Series C Junior Participating Preferred Stock 
at an exercise price of $175, subject to adjustment. 
The Rights will be exercisable only if a person or 
group becomes the beneficial owner of 20% or more 
of Textron's cominon stock or commences a tender or 
exchange offer which would result in the offeror bene
ficially owning 30% or more of Textron's common 
stock or if the Board of Directors declares any person 
to be an "Adverse Person" upon a determination 
that such person has become the beneficial owner of 
at least 15% ofthe shares of common stock then out
standing and a determination by a majority ofthe 
Board of Directors who are not officers of Textron 
that (i) such person intends to cause Textron to 
repurchase that person's Textron common stock or to 
pressure Textron into taking action intended to provide 
such person with short-term financial gain under cir
cumstances where the best long-term interests of 
Textron and its shareholders would not be served or 
(ii) such person's beneficial ownership of Textron 
common stock is causing or reasonably likely to cause 
a material adverse impact on the business or prospects 
of Textron. The Rights expire on March 20,1996 and 
may generally be redeemed by Textron at a price of 
$.05 per whole Right at any time prior to ten busi
ness days (as such period may be extended) after a 
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public announcement ofthe existence of a 20% 
holder. The Rights may not be redeemed ifthe inde
pendent directors have previously determined a per
son to be an Adverse Person. 

Unless the Rights shall have been redeemed, in the 
event that the Board of Directors determines that a 
person is an Adverse Person, or if any person accu
mulates 30% or more of Textron's common stock, or 
Textron is the surviving corporation in a merger and 
its common stock is unchanged (except pursuant to 
an offer determined by the independent directors 
to be fair and in the best interests of Textron and its 
shareholders), or a 20% holder engages in certain 
self-dealing transactions, each holder of a whole 
Right will be entitled to purchase Textron common 
stock (or in certain circumstances, a combination of 
securities and/or assets) having a value of twice the 
exercise price. Similarly, if Textron is involved in a 
merger or other business combination with another 
person in which its common stock is changed or con
verted, or if a sale of 50% or more of Textron's assets 
or earnings power is made to another person, each 
holder of a whole Right will be entitled to purchase 
common stock of such other person having a value 
of twice the exercise price. 

Stock options and performance units 
In April 1987, Textron's shareholders approved the 
adoption ofthe 1987 Long-Term Incentive Plan 
which authorizes the granting of awards through 
December 31,1991 to key employees in either or both 
ofthe following forms: (i) performance units and 
(ii) options to purchase Textron cominon stock. 

Performance unit awards entitle recipients to pay
ments upon the attainment of performance targets 
established at the time such awards are granted. Such 
payments may be in cash, shares of common stock, 
or a combination thereof, as determined by a com
mittee ofthe Board of Directors, 

The Plan provides for both incentive stock options 
and non-qualified stock options and requires that 
such options be exercisable, for no more than eleven 
years, at a purchase price per share not less than the 
fair market value of Textron common stock at the 
date of grant. The total numberof shares of common 
stock for which options may be granted is 3,000,000. 

In 1987, the Board of Directors granted options on 
1,132,300 shares of common stock under this plan. 
Options on 17,487 shares (all of which had been 
granted under a plan which expired in 1986) at an 
average purchase price of $29.72 per share were can
celed in 1987, none of which were accompanied by 
stock appreciation rights (SARs), SARs allow the 
holder to receive an amount of cash equal to the 
appreciation in market value ofthe shares upon exer
cising a stock option. 

Options on 274,676 shares were exercised in 1987 
at an average purchase priceof $19.69per share, 
32,732 of which were accompanied by SARs, and 
options on 20,668 shares were surrendered upon the 
exercise of SARs. 

Options on 360,304 shares were exercised in 1986 
at an average purchase price of $16.78 per share, 
171,874 of which were accompanied by SARs, and 
options on 4,888 shares were surrendered upon exer
cise of SARs. Options on 731,528 shares were exer
cised in 1985 at an average purchase price of $17.32 
per share and options on 115,026 shares were surren
dered upon exercise of SARs. At January 2,1988, 
options were outstanding on 2,040,273 shares (none 
of which were accompanied by SARs) at an average 
purchase price of $23.26, of which options on 
963,048 shares, at an average purchase price of 
$23.22, were exercisable at that date. 

Reserved shares 
Shares of common stock were reserved at January 2, 
1988, as follows: 

$2.08 Cumulative Convertible 
Preferred Stock, Series A* 

$1.40 Convertible Preferred 
Dividend Stock, Series B* 

Options granted to employees 

1,641,424 

1,322,053 
2,040,273 

5,003,750 

^Includes shares issuable upon conversion of shares of 
preferred slock field in treasury. 

8. Leases 

Rental expense of continuing operations was approx
imately $63 million, $51 million and $46 million in 
1987,1986 and 1985, respectively. Minimum rental 
commitments under noncancellable operating leases 
in effect at January 2, 1988 approximated $105 mil
lion, of which $36 million is payable in 1988. 
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9. Pension and Other Postemployment Benefits 

Textron and its consolidated subsidiaries have a num
ber of defined benefit pension plans covering sub
stantially all of their employees. Benefits under 
salaried plans are based on salary and years of ser
vice, while benefits under hourly plans generally are 
based on negotiated amounts and years of service. 
Textron's funding policy is consistent with the fund
ing requirements of federal law and regulations. 
Plan assets consist principally of corporate and gov
ernment bonds and common stocks. 

Textron's major pension plans provide, among 
other things and subject to certain conditions, that in 
the event of plan termination or withdrawal of assets 
without a termination within three years following a 
change in control (as defined in the plans), assets in 
excess of termination liabilities shall be applied to 
increase the benefits of participants who are active 
employees immediately before the change in control. 
Additionally, in the event of any plan merger, consol
idation or transfer within such three-year period, the 
accrued benefit ofeach such affected participant and 
beneficiary shall be vested, increased as provided in 
the previous sentence, and satisfied by the purchase 
of a guaranteed annuity contract. 

Effective at the beginning of 1987, Textron 
adopted Statement of Financial Accounting Stan
dards No. 87, "Employer's Accounting for Pen
sions" (FAS 87), with respect to its U.S. pension 
plans, A significant portion of the effect of adopting 
FAS 87 is allocated to fixed-price type government 
and commercial contracts and is included in the cost 
of work-in-process inventories. The timing of the 
recognition of changes in pension cost allocated to 
these contracts is subject to the timing of deliveries 
on contracts and changes in estimates of contract 
profit rates. The respective amounts of pension cost 
funded and deductible for tax purposes, allocable to 
government contracts, and allowable in contract 
price determinations, are not affected by FAS 87. 

Pension costs applicable to continuing operations 
for U.S. plans in 1987 were $10.4 million. Had FAS 
87 not been adopted for U.S. plans in 1987, pension 
costs applicable to continuing operations would have 
been $38 million. (The increase in such costs, under 
the provisions of accoundng principles used prior to 
1987, over 1986 pension costs is due principally to 

the inclusion ofthe costs of Ex-Cell-O's pension 
plans for a full year in 1987.) After giving effect to 
the portion of pension costs allocated to contracts 
and work-in-process inventories, it is estimated that 
income from continuing operations increased by 
approximately $12.0 million ($. 14 per share) as a 
result of the adoption of FAS 87. Pension costs appli
cable to continuing operations for non-U.S, plans in 
1987 were not material. As permitted by FAS 87, 
Textron has deferred until 1989 the application of 
FAS 87 to its non-U.S. pension plans. 

Pension costs applicable to continuing operations 
for 1986 and 1985 have not been restated for the 
effects of FAS 87 and were $26 million and $38 mil
lion, respectively. The decrease in pension costs in 
1986 was due principally to changes in certain retire
ment plan provisions and actuarial assumptions, par
tially offset by increased pension costs related to the 
acquisition of Ex-Cell-O. 

Pension costs applicable to continuing operations 
in 1987 for U.S. plans include the following 
components: 

The funded status of Textron's U.S. plans at January 2, 1988 was as follows: 

(In millions) 

Service cost-benefits 
earned during the year 

Interest cost on projected 
benefit obligation 

Return on assets: 
Actual 
Deferred loss 

$(149.6) 
(5.1) 

$ 62 

117 

Amortization ofthe 
unrecognized net asset 
at January 4,1987 

(154.7) 

(14.8) 

Net pension cost $ 10.4 
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Assets 
exceed 

accumulated 

Accumulated 
benefits 

exceed 
(In millions) 

Actuarial present value of: 
Vested benefit obligation 
Nonvested benefit obligation 

Accumulated benefit obligation 
Additional amounts related to projected pay increases 

Projected benefit obligation 
Plan assets at fair value 

benefits 

$1,105.0 
67.4 

1,172.4 
197.7 

1,370.1 
1,852.2 

assets 

$ 239.9 
16.3 

256.2 
6.7 

262.9 
193.4 

Plan assets in excess of/(less than) projected benefit obligation 
Unrecognized net gain 
Unrecognized prior service cost 
Amount of remaining unrecognized (net asset)/ 

net obligation existing at January 4, 1987 

482.1 
(147.0) 

18.9 

(319.2) 

(69.5) 
(14.3) 

49.3 

Net pension asset (liability) recognized on the consolidated 
balance sheet at January 2, 1988 $ 34. $ (34.5) 

The projected benefit obligation was determined 
using assumed discount rates of 9% and 8% at 
January 2, 1988 and January 4, 1987, respectively. 
For purposes of determining 1987 pension costs, the 
weighted average ofthe assumed long-term rate of 
compensation increase was 6% and the assumed 
long-term rate of return on plan assets was 9%. 

The actuarial present value of consolidated accu
mulated plan benefits at January 1, 1986. determined 
in accordance with the provisions of previous 
accounting principles, was $1.3 billion (of which $69 
million was nonvested), compared with net assets 
available for benefits of $1.9 billion. The weighted 
average of the assumed rates of return used at that 
date in determining (he actuarial present value of 
accumulated plan benefits was 8.5%. 

Textron and its consolidated subsidiaries also have 
several defined contribution savings plans covering 
both salaried and hourly employees. Eligible 
employees who participate in these plans receive, 
within certain limits, matching Textron contribu
tions. Costs applicable to continuing operations 
relating to these plans amounted to approximately 
$30 million. $22 million and $19 million for 1987, 
1986 and 1985, respectively. 

In addition, Textron provides certain health care 
and life insurance benefits for certain retired employ
ees. Eligibility for these benefits is restricted to the 
particular benefit plans at the particular locations 
offering retiree benefits. These benefits and similar 
benefits for active employees are administered by 
insurance companies or other carriers who determine 
premiums for insured plans and expected costs to be 
paid during the year under self-insured plans. Textron 
recognizes the cost of providing these benefits by 
expensing the premiums and costs as incurred. Such 
costs applicable to continuing operations were approx
imately $172 million, $139 million and $110 million 
for 1987, 1986 and 1985, respectively. The cost of 
providing these benefits for the 14,300, 12,500 and 
8,000 retirees in 1987, 1986 and 1985, respectively, 
receiving such benefits, is not separately identifiable 
from the cost of providing such benefits for the 
52,000, 56,000 and 41,000 active employees in 1987, 
1986 and 1985, respecdvely. 

10. Income Taxes 

Textron files a consolidated federal income tax return 
which includes all U.S. subsidiaries except the life 
insurance subsidiaries which file separate returns. 
In addition, separate returns are filed for foreign 
subsidiaries. 
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Details of income from continuing operations 
before income taxes, income taxes and the deferred 

income tax effects of timing differences are summa
rized as follows: 

(In millions) 

Income from continuing operations before 
income taxes: 

United States 
Foreign 

Total 

Income taxes: 
Continuing operations 
Discontinued operations: 

Income from operations 
Gain on sales 

Extraordinary item 

Total 

Current: 
Federal 
State 
Foreign 

Deferred: 
Federal 
State 
Foreign 

Total 

Total 

Federal statutory income tax rate 
Increase (reduction) in taxes resulting from: 

State income taxes, net of federal tax benefit 
Investment tax credits 
Capital gains 
Tax exempt interest and dividends received deduction 
Special deductions allowed life insurance companies 
Amortization of goodwill 
Other-net 

Effective income tax rate 
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1987 

$355.8 
96.8 

$452.6 

$191.5 

1.7 
27.2 

(23.5) 

$196.9 

$ 76.5 
27.6 
31.2 

135.3 

61.6 

$196.9 

Deferred income tax effects of timing differences: 
Additional depreciation for tax purposes 
Inventory valuation and long-term contract amounts 
Finance subsidiary transactions-principally leasing 
Disposition of discontinued operations 
Insurance policy acquisition costs 
Liabilities for future policy benefits 
Other-net 

$ 1.8 
3.4 

43.6 
(14.3) 
20.3 
(3.3) 
10.1 

$ 61.6 

Following is a reconciliation of the federal statutory 
income tax rate to the effective income tax rate appli
cable to continuing operations: 

1987 

40.0% 

1986 

$303.5 
120.1 

$423.6 

$194.0 

5.3 
58.4 
(6.4) 

$251,3 

$ 69.1 
29.5 
48,6 

147,2 

104.1 

$251.3 

; 7.3 
40.5 
56.1 

(18.9) 
19.4 

(12,1) 
11.8 

$104. 

1986 

46,0% 

1985 

$174.5 
104.7 

$279.2 

$112.3 

34.6 

6.4 

$153.3 

36.9 
16.8 
33,3 

87.0 

58.8 
(1.5) 
4.3 

105.8 
(2.1) 

.4 

63.5 
.7 

2.1 

66.3 

$153.3 

; 8.9 
2.9 

66.5 
(13.0) 

15.9 
(8.4) 
(6.5) 

$ 66.3 

1985 

46.0% 

3.3 
(.8) 

(1.1) 
(1.4) 

-
3.4 

(1.1) 

42.3% 

2.7 
(1.4) 
(1.7) 
(1.7) 
(1.7) 
2.8 

,8 

45.8% 

3 
(5 
(2 
(2 
(1 
3 
( 

40 

0 
1) 
3) 
5) 
8) 
8 
9) 

29 

The income taxes on the gains on sales of discon
tinued operations in 1987 and 1986 differ from the 
statutory tax rates in effect in 1987 and 1986 primar
ily due to nondeductible foreign exchange losses and 
additional taxes on repatriated earnings of foreign 
subsidiaries, partially offset by the effect of capital 
gains. 

Investment tax credits included in net income 
(excluding $11.8 million resulting from an account
ing change in 1985) were $8 million and $13 million 
in 1987 and 1986, respectively (principally amortiza
tion of investment tax credits), and $15 million in 
1985, Due to the acquisition of Avco, Textron had 
tax credit carryforwards available, of which approxi
mately $40 million have been utilized and offset 
against goodwill. After utilizing such credits and 
applying the statutory reduction required by the Tax 
Reform Act of 1986, Textron has approximately $10 
million of tax credit carryforwards at January 2,1988, 

The Tax Reform Act of 1986 (the Act) was enacted 
in October 1986. Among other things, the Act pro
vided for reductions in 1987 and 1988 In the marginal 
federal income tax rate for corporations and repeal of 
the investment tax credit retroactive to the beginning 
of 1986. Textron's net income for the fourth quarter 
of 1986 was reduced by an immaterial amount related 
to the first nine months of 1986 as a result of the 
Act's repeal ofthe investment tax credit, offset by 
the beneficial effect of lower tax rates on TFC's 
leveraged lease portfolio. 

See Note 7 to the combined financial statements 
of Textron's finance and insurance subsidiaries for 
information about their income taxes. 

11. Contingencies 

There are pending or threatened against Textron and 
its subsidiaries lawsuits and other proceedings, 
including some which allege violations of federal 
government procurement regulations, involve envi
ronmental matters, or are or purport to be class 
actions. Among these suits and proceedings are some 
which seek compensatory, treble or punitive damages 
in substantial amounts; indictments, fines, penalties 
or restitution; the cleanup of allegedly hazardous 
wastes; or, under federal government procurement 
regulations, could result in suspension or debarment 
of Textron or its subsidiaries from U.S. Government 
contracting for a period of time. These suits and pro
ceedings are being defended or contested on behalf 
of Textron and its subsidiaries. On the basis of infor
mation presently available, Textron believes that any 
such liability or the impact of the application of rele
vant government regulations would not have a mate
rial effect on Textron's financial condition. 

12. Financial Information by Business 
Segment and Geographic Area 

Financial information by business segment and geo
graphic area includes amounts related to continuing 
operations of both consolidated and unconsolidated 
subsidiaries. The operations of Ex-Cell-O are 
included from September 17,1986. Prior years' 
amounts have been reclassified to conform to current 
year's presentation and restated for discontinued 
operations. 
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Financial Information by Business Segment and Geographic Area 
For a description ofthe business comprising each segment, see pages 26 lo 30 ofthis report. 

Business Segments 

f//i millions) 

Aerospace Technology: 
Helicopters 
Propulsion 

Financial Services: 
Finance 
Insurance 
Management Services 

Corporate expenses and other-net 
Interest expense - net 

Income from continuing operations 
before income taxes 

Aerospace Technology: 
Helicopters 
Propulsion 
Systems 

Commercial Products 

Financial Services: 
Finance 
Insurance 
Management Services 

Discontinued operations 
Corporate 
Eliminations 

Revenues Income 

1987 1986 1985 1987 1986 1985 

$1,177 
1,399 

; 1,098 
1,044 

855 
827 

$ 69 
141 

I 72 $ 60 
102 83 

Systems 

Commercial Products 

1,294 

3,870 

1,512 

1,362 

3,504 

1,131 

985 

2,667 

1,017 

100 

310 

160 

103 

277 

116 

68 

211 

74 

851 
1,009 

6 

905 
1,023 
53 

843 
840 
49 

134 
119 
_ 

128 
96 
31 

142 
71 
39 

1,866 1,981 1,732 253 255 252 

$7,248 $6,616 $5,416 723 648 537 

(73) (44) (54) 
(197) (180) (204) 

$453 $424 $279 

Depreciation Capital expenditures Identifiable assets 

1987 

$ 21 
35 
40 

1986 

$ 16 
21 
35 

1985 

$ 15 
18 
28 

1987 

$ 44 
48 
48 

1986 

$ 33 
28 
52 

1985 

$ 33 
17 
51 

$ 

1987 

661 
1,252 
822 

$ 

1986 

649 
1,242 
884 

$ 

1985 

646 
602 
578 

96 72 61 140 13 101 2,735 2,775 1,826 

38 25 20 59 38 22 768 ,030 541 

7 
7 

6 
7 

17 
12 

4,479 
3,369 

16 

4,452 
3,098 

50 

4,530 
2,780 

55 

14 13 10 17 29 17 7,864 7,600 7,365 

10 
5 

13 
5 

30 
3 

13 
6 

25 
5 

45 
4 

124 
229 
(19) 

315 
(8) 

398 
223 
(5) 

$163 $128 $124 $235 $210 $189 $11,701 $11,712 $10,348 

Notes: 
(i) Income ofthe Finance segment is net of interest 
expense. Such incomefor 1987 includes a $52.3 million 
pre-tax gain on the sale of AFS' credit card receivables. 
(ii) Income ofthe Insurance segment includes net capital 
gains of $22 million in 1987. $31 million in 1986 and $15 
million in 1985. 
(iii) Management Services' income represents primarily 

profits of a foreign venture in the Middle East. Such 
profits are recognized to the extent they are available for 
remittance. 
(iv) Corporate e.xpenses for 1986 and 1985 include gains 
on the .sale of securities of $20 million and $10 million, 
respectively. 

Geographic Areas 
Revenues 

(In millions) 
Income 

1987 
Revenues and income by origin-

continuing operations: 
United States 
Canada 
Asia/Pacific 
Western Europe 
Middle East 

1986 1985 1987 1986 1985 

$6,658 
348 
127 
115 

$6,123 
226 
140 
90 
37 

$4,903 
208 
181 
77 
47 

$629 
48 
33 
13 

$534 
26 
46 

9 
33 

$7,248 $6,616 $5,416 723 648 

$434 
23 
38 

1 
4d 

537 
Corporate expenses and other-net 
Interest expense-net 

Income from continuing operadons 
before income taxes 

(73) 
(197) 

(44) 
(180) 

(54) 
(204) 

$453 $424 $279 

Destination of U.S. exports-continuing operations: 

Western Europe 
Asia/Pacific 
Middle East 
Canada 
South America 
Other locations 

Export sales 

1987 1986 1985 

$345 
205 
120 
104 
56 
61 

$273 
196 
101 
74 
44 
67 

$225 
153 
141 
63 
47 
23 

$891 $755 $652 

Identifiable assets by location: 
Identifiable assets 

United States 
Canada 
Asia/Pacific 
Western Europe 
Middle East 
Discontinued operations 
Corporate 
Eliminations 

1987 1986 1985 

$ 9,607 
1,061 
398 
320 
-

124 
229 
(38) 

$ 9,835 
854 
377 
310 
41 
-

315 
(20) 

$ 8,187 
758 
538 
224 
44 
398 
223 
(24) 

$11,701 $11,712 $10,348 

Notes: 
(i) Revenues include sales to tfie U.S. Government of $2 6 
bdhon, $2.6 billion and $1.8 billion in 1987. 1986 and 
1985. respectively. 

(ll) Revenues between segments were appro.ximately 1% of 
tolal revenues in each iaf the years 1985 to 1987. Revenues 

between geographic areas, predominantly revenues of 
U.S. divisions, were approximately 1% of lotal revenues 
in each ofthe years 1985 lo 1987. 
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Quarterly Financial and Stock 
Information 1987 and 1986 
(Unaudited) 

(In millions except per share amounts) 

Income Statement 
Sales 
Costs and expenses: 
Cost of sales 
Selling and administrative 

Equity in pre-tax income of 
unconsolidated finance and 
insurance subsidiaries 

Interest expense - net 

Income from continuing operations 
before income taxes 

Income taxes 

1st Quarter 

1987 

$1,367.9 

1,106.0 
156.8 

105.1 

53.0 
51.5 

106.6 
45.1 

1986 

$953.4 

768.9 
114.3 

70.2 

57.0 
42.5 

84,7 
35.5 

2nd Quarter 

1987 

$1,352.5 

1,107.1 
145.8 

99.6 

102.5 
51.9 

150.2 
63.5 

1986 

$1,047.3 

840.2 
126.8 

80,3 

58,9 
38,4 

100.8 
43.1 

3rd Quarter 

1987 

$1,285.5 

1,038.2 
147.9 

99.4 

49.3 
48.5 

100.2 
42.6 

1986 

$1,252.3 

1,003.0 
143.9 

105.4 

50.7 
42,6 

113.5 
51.2 

4th Ql 

1987 

$1,382.5 

1,136.4 
153.8 

92.3 

48.5 
45.2 

95.6 
40.3 

larter 

1986 

$1,435.1 

1,156.2 
154.6 

124.3 

56.9 
56.6 

124.6 
64.2 

Income from continuing operations 
before extraordinary loss 

Discontinued operations: 
Income (loss) from discontinued 

operations, net of income taxes 
Gain on sales of discontinued 

operations, net of income taxes 
Extraordinary loss, net of 

61,5 49,2 

(1.3) 1.2 

86.7 

4.3 

57.7 

3,6 

57.6 

(.9) 

24.3 

62,3 

2,9 

8.0 

55.3 

1.4 

Income per common share; 
Income from continuing 

operations before extraordinary 
loss 

Discontinued operations 
Extraordinary loss 

$ .74 $ .60 $ 1.01 $ 
(.02) .01 .05 

Net income $ .72 $ .61 $ 1,06 .74 $ .60 $ .80 $ .55 

Common Stock Information 
Price Range: 

High 
Low 

Dividend per share 

Notes: 
(i) The 1986 data include the operalions of Ex-Cell-O 
from Sepiember 17,1986. 
(ii) Amounis for 1986 and the first quarter of 1987 have 
been restated for discontinued operations. 
(iii) The 1986 per share data have been restated to 
reflect the effect ofthe two-for-one common stock split in 
Mav 1987. 

(iv) In the second quarter of 1987, AFS sold its credit 
card receivables, resulting in an after-tax profit of $34.4 
million ($.40per Te.xtron share). 
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-
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70 $ 
04 
-
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.13 
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v Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Statement of Income 

For each ofthe three years in the period ended January 2,1988 
(In millions) 1987 

Revenues: 
Interest.discount and service charges $ 829.3 
Credit life, credit disability and casualty insurance 

premiums 220.2 
Non-cancellable disability income, life and group insurance 

premiums and annuities 527.9 
Investment income (including net capital gains) 282.3 

Total revenues 

Total expenses 

Income before income taxes 
Income taxes 

Income before extraordinary loss 
Extraordinary loss, net of income taxes 

Net income 

See notes to combined financial statements. 

1,859.7 

Expenses: 
Interest and debt expense 
Provision for losses on collection of receivables, 

less recoveries 
Credit life, credit disability and casualty insurance 

losses and adjustment expenses, less recoveries 
Death and other insurance benefits 
Increase in insurance policy and deposit liabilities 
Amortization of insurance policy acquisition costs 

(including cost of insurance in force) 
Other operating expenses 

1,606.4 

253.3 
101.7 

151.6 
(24.6) 

$ 127.0 

1986 

877.2 

298.1 

477.3 
275.0 

1,927.6 

1,704.1 

223.5 
86.7 

136.8 

$ 136,8 

1985 

$ 835.7 

216.7 

410.9 
219,4 

1,682.7 

374.1 

87.7 

120.9 
297.5 
202.7 

89.9 
433.6 

392.3 

96.4 

197.3 
287,1 
163.5 

111,2 
456.3 

358.8 

74.9 

134,1 
212.2 
182,4 

72.1 
434,8 

1,469.3 

213.4 
85.5 

127.9 

$ 127.9 
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Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Balance Sheet 

(In millions) 

Assets 

Cash 
Investments 
Receivables 

Unearned charges 

Net receivables 
Allowance for losses 

Prepaid expenses and other receivables 
Unamortized insurance policy acquisition costs 

(including cost of insurance in force) 
Goodwill (less accumulated amortization of $57,9 and $37.3) 
Other assets 

Total assets 

Liabilities and equity 

Short-term debt-unsecured: 
Banks 
Commercial paper 

Total short-term debt 
Accounts payable and accrued liabilities 
Income taxes (principally deferred) 
Insurance reserves and claims; 

Future policy benefits and claim liabilities 
Premium deposits and purchase payment funds 
Unearned insurance premiums 
Losses and adjustment expenses 

Long-term debt-unsecured: 
Senior notes and debentures 
Senior subordinated notes and debentures 
Junior subordinated and capital notes 

Total long-term debt 

Equity 

Total liabilities and equity 

See notes to combined financial statements. 

January 2, 
1988 

4,381.2 
(146.4) 

4,234.8 
61.8 

378.7 
410.9 
161.7 

$7,847.9 

2,771.2 

1,490.8 

$7,847.9 

January 3, 
1987 

36.9 
2,563.1 
5,052.5 

(671.3) 

$ 67.6 
2,307.5 
4,957.2 

(632.4) 

4,324.8 
(136.2) 

4,188.6 
79.6 

326.0 
429.4 
150.8 

$7,549.5 

$ 112.4 
687.7 

800.1 
303.2 
206.7 

1,085.0 
854.3 
225.0 
111.6 

2,441.4 
227.4 
102.4 

$ 52.0 
547.7 

599.7 
297.1 
129.9 

950.0 
785.3 
222.5 
128.4 

2,577.6 
369.0 
95.8 

3,042.4 

1,394.2 

$7,549.5 

Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Statement of Changes in Financial Position 

For each ofthe three years in the period ended January 2,1988 
(In millions) 1987 

Source of funds: 
From operations: 

Income from operations 
Increase in insurance policy liabilities 
Amortization of insurance policy acquisition costs 

(including cost of insurance in force) 
Provision for losses on collection of receivables 
Increase (decrease) in accounts payable, accrued 

liabilities and other 
Increase (decrease) in unearned insurance premiums and 

reserves for insurance losses and adjustment expenses 
Depreciation and amortization 

158.4 

Total from operations before extraordinary loss 
Extraordinary loss 
Additions to long-term debt 
Proceeds from sales of investments 
Capital contribution 
Increase (decrease) in short-term debt 
Decrease (increase) in cash (excludes cash 

at date of acquisition) 

Total $2,108.5 

Use of funds: 
Purchases of investments 
Reductions in long-term debt 
Increase in receivables (net of unearned charges) 
Additions to insurance policy acquisition costs 
Cash dividends paid 
Other, net 

Total $2,108.5 

See notes to combined financial statements. 

1986 

121.5 

$1,739.9 

$1,739.9 

1985 

151.6 
202.7 

89.9 
108.6 

$ 136.8 
163.5 

111.2 
115,5 

$ 127.9 
182.4 

72.1 
92.8 

(19.1) 

(14.3) 
32.6 

729.5 
(24.6) 
404.5 
764.1 

3.9 
200,4 

30.7 

30.1 
30.3 

708.9 
-

573.0 
770.8 

-
(295.0) 

(17.8) 

63.3 
28.5 

547.9 
-

1,330.6 
893.9 

15.4 
(93.3) 

20.6 

$2,715.1 

$1,009.8 
687.2 
159.2 
142.6 
57.5 
52.2 

$ 992.6 
408.0 
109.6 
157.3 
39.8 
32.6 

$1,313.1 
759.5 
629.8 

95.6 
49.4 

(132.3) 

$2,715.1 
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Textron Inc. 
Finance and Insurance Subsidiaries 
Combined Statement of Changes in Equity 

For each ofthe three years in tlie period ended January 2,1988 
(In millions) 

Balance December 29,1984 
Equity of AFS and Paul Revere at date of acquisition 
Capital contribution 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends 
Other 

Balance December 28,1985 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends 

Balance January 3,1987 
Capital contribution 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends 

Balance January 2,1988 

See notes to combined financial statements. 

63.8 
,163.9 

15.4 
(24.8) 

2.7 
127.9 
(49.4) 

(.1) 

1,299.4 
(2.1) 

(.1) 
136.8 
(39.8) 

1,394.2 
3.9 

25.5 
(2.3) 

127.0 
(57.5) 

$1,490.8 

! 
Textron Inc. 
Finance and Insurance Subsidiaries 
Notes io Combined Financial Statements 

1. Summary of Significant Accounting Policies 

Principles of combination 
The accompanying combined financial statements 
include the accounts of Textron's subsidiaries 
engaged in finance and insurance operations: Textron 
Financial Corporation (TFC), Avco Financial Services, 
Inc. (AFS), consisting of Avco Financial Services 
Group and Avco Insurance Services/Balboa Life and 
Casualty, and The Paul Revere Insurance Group. 

The results of operations of AFS and Paul Revere 
are included in the combined financial statements 
from January 10,1985 and Textron's allocafion of its 
purchase price to the assets and liabilities of AFS 
and Paul Revere is reflected in these combined finan
cial statements. 

Finance subsidiaries 
Interest and discount charges are generally recog
nized in revenues on the effective yield method. 
Unearned charges represent the portion of the 
finance charge or discount included in the original 
face amount ofthe related receivables which is 
determined to be unearned on the balance sheet date. 
The unearned charges are transferred to revenues on 
the accrual basis generally beginning in the month 
following acquisition. Generally, no portion of un
earned charges is recognized in earnings to offset 
acquisition costs except on leasing contracts. When 
charges are not included in the original face amount 
ofthe loan, the charges are generally recognized 
in revenues as collected. 

Receivables are written off when they are deemed 
uncollectible, but in any event consumer, real estate 
and retail installment accounts for which no payment 
has been received for eight consecutive months are 
written off. Provisions for losses on accounts receiv
able are charged to income in such amounts as man
agement believes to be adequate. 

TFC derives a substantial portion of its business 
from financing the sale and lease of products manu
factured and sold by Textron. In 1987,1986 and 1985, 
TFC paid Textron $188.5 million, $228.8 million 
and $255.0 million, respectively, for the purchase 
of receivables. Under an operating agreement with 
Textron, TFC generally has recourse to Textron with 
respect to finance receivables and leases of products 
manufactured and sold by Textron. At January 2, 
1988, net finance receivables of $389.8 million 
($405.3 million atjanuary 3,1987) were due from 
Textron or subject to recourse to Textron. 

The net investment in finance leases consists of the 
sum of all minimum lease payments and estimated 
residual values, less unearned income. The invest
ment in leveraged leases consists ofthe sum of all 
lease payments (less the portion applicable to princi
pal and interest on non-recourse debt) plus estimated 
residual values, less unearned income. Unearned 
income and investment tax credits are included 
in income over the terms of the related leases to 
produce a constant rate of return on the net invest
ment after a portion of unearned income is recog
nized in earnings to offset direct acquisition costs. 

In December 1986, the Financial Accounting 
Standards Board issued Statement of Financial 
Accounting Standards No. 91, "Accounting for Non
refundable Fees and Costs Associated with Originat
ing or Acquiring Loans and Initial Direct Costs of 
Leases," which will change the accounting forcer-
tain direct loan origination costs and fees. Addition
ally, the American Institute of Cerdfied Public 
Accountants has approved for issuance a revised 
Audit and Accounting Guide for Audits of Finance 
Companies, which, among other things, changes 
the acceptable methods for accounting recognition 
of interest income. These pronouncements will be 
adopted by AFS and TFC in 1988 on a prospective 
basis and will have the effect of delaying the recogni
tion of certain direct loan origination costs and fees 
and accelerating the recognition of interest income 
on certain loans. The expected impact of these 
changes, which will depend on the volume and type 
of business written, will be to increase reported 
net income in 1988 by an amount that is expected 
to approximate $10 million; the effect on results 
of operations after 1988 is not expected to be 
significant. 

Insurance subsidiaries 
Credit Life, Credit Disability and Casualty 
Insurance 
Approximately 69% and 52% ofthe credit life and 
credit disability insurance premiums earned and 14% 
and 7% ofthe casualty insurance premiums earned in 
1987 and 1986, respectively, were directly related to 
AFS' consumer loan activities. Unearned insurance 
premiums are taken into income over the life of the 
policies (i) on the sum-of-the-digits method for 
decreasing term credit life insurance coverage and 
on the pro rata method for level term credit life cover
age, (ii) in relation to anticipated claims for credit 
disability insurance and (iii) on the pro rata method 
for casualty insurance. The cost of acquiring new 
business (principally commissions and premium 
taxes) is charged to expense in the same manner as 
the related premiums are taken into income. 
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Non-cancellable Disability Income, Life and Group 
Insurance and Annuities 
Non-cancellable disability income insurance premi
ums and annuities are recognized in income when 
received; life and group insurance premiums are rec
ognized in income when due. 

Certain costs directly related to acquiring new 
non-cancellable disability income, life and annuity 
business (principally commissions and selling, selec
tion and policy issue expenses) are deferred and 
amortized over the policies' premium paying periods 
in the proportion that annual premium revenue bears 
to total anticipated premium revenue. Amortization 
schedules have been based on interest and with
drawal assumptions consistent with those used to 
compute liabilities for future policy benefits. 

Liabilities for future policy benefits have been 
computed by the net level premium method based 
upon estimated future investment yield and Paul 
Revere's experience on mortality, morbidity, with
drawals and other assumptions. At January 2,1988 
and January 3,1987, the liability for future policy 
benefits and claim liabilities aggregated $1.1 billion 
and $950.0 million, respectively, and included 63% 

2. Receivables 

The maximum term over which consumer loans and 
retail installment contracts are written is 10 years, but 
approximately 90% of these loans are written with 
terms of four years or less. Real estate loans are writ
ten with a maximum term of 15 years. Finance leases 
have initial terms written generally up to 12 years. 

In 1987, AFS sold its credit card receivables ($325 

and 60% for individual non-cancellable disability 
income, 23% and 27% for individual life, 12% and 
12% for group products and 2% and 1% for individ
ual annuities, respectively. This excludes the liability 
for premium deposits and purchase payment funds 
applicable to annuities aggregating $854.3 million 
and $785.3 million at January 2,1988 and January 3, 
1987, respectively. 

Translation of foreign currencies and foreign 
exchange transactions 
Adjustments resulting from the translation ofthe 
financial statements of foreign operations are 
excluded from the determination of income and 
accumulated in a separate component of equity until 
the entity is sold or substantially liquidated. Such 
adjustments resulted in accumulated charges to 
equity of $1.4 million and $26.9 million at January 
2,1988 and January 3,1987, respectively. Foreign 
exchange gains and losses included in income in 
1987,1986 and 1985 were not material. 

Goodwill 
Goodwill is being amortized on the straight-line 
method over 25 years. 

million), resulting inan after-tax profit of $34.4 
million. 

Estimated contractual maturities of receivables 
outstanding at January 2,1988 and receivables (less 
unearned charges) outstanding at January 2,1988 
and January 3,1987 were as follows: 

3. Investments 

Contractual maturities 

(In millions) 1988 1989 1990-2002 

Less 
unearned 
charges 

Receivables 
outstanding 

1987 1986 

Consumer 
Real estate 
Installment 
Commercial 
Finance leases 
Leveraged leases 
Other 

877.9 
155.8 
372,3 
48.2 

178.3 
3.0 

85.9 

$ 608.9 
97.4 

180.0 

157.0 
1.7 

19,4 

447,2 
878.2 
362.3 

351,6 
212.7 

14,7 

$257.0 
56.2 

117.8 

137.5 
96,3 

6.5 

$1,677.0 
1,075.2 

796.8 
48.2 

549.4 
121.1 
113.5 

$1,496.1 
966.5 
691.3 

45.0 
514.6 
114.5 
496.8 

$1,721.4 $1,064.4 $2,266.7 $671.3 $4,381.2 $4,324.8 

Experience has shown that a substantial majority 
of consumer and real estate loans and installment 
contracts will be refinanced many months prior 
to contractual maturity dates. During 1987 and 
1986, cash collections (excluding unearned charges 

included in net income) of receivables were $2,3 
billion and $2.1 billion, respectively, and the ratio 
of cash collections to average net receivables was 
approximately 54% and 50%, respectively. 

/? 

(In millions) 
January 2, 

1988 
January 3, 

1987 

Commercial paper, at 
cost (approximates 
market) $ 118.4 $ 149.3 

Bonds, at amortized cost 
(estimated market: 
$2,048.3 and 
$1,892.4) 2,046.4 1,754,3 

Marketable equity 
securities, at market 
(cost: $34.3 and $24.3) 35.4 27.2 

First mortgages on real 
estate, at cost 289.7 313.1 

Policy loans and other 
investments, at cost 73.2 63.6 

$2,563.1 $2,307.5 

Approximately 80% of investment income in 1987 
and 1986 and 84% in 1985 was attributable to interest 
on commercial paper and bonds and 13% of invest
ment income in 1987 and 1986 and 14% in 1985 was 
attributable to income derived from first mortgages 
on real estate. 

Investments in long-term bonds are generally held 
undl maturity and are carried at amortized cost. Net 
unrealized depreciation of bond market values during 
1987 was $125.5 million and net unrealized apprecia
tion of bond market values during 1986 and 1985 was 
$28.2 million and $114.5 million, respectively. 

Avaiuation adjustment representing the excess of 
aggregate market value over aggregate cost of mar
ketable equity securities has been credited directly to 
equity. Such excess at January 2,1988 and January 3, 
1987 of $.3 million and $2.6 million, respectively, 
represented gross unrealized gains (net of applicable 
income taxes). 

Net realized gains and losses after income taxes 
resulting from sales of marketable equity securities 
were not material in 1987,1986 and 1985. The cost of 
securities sold was based primarily on the specific 
identification method. 

4. Debt and Credit Facilities 

Long-term debt is summarized as follows: 

January 2, 
(In millions) 

Senior notes and 
debentures; interest at 
6.94%-15.35%; 
1988 to 1999 maturity 
dates 

Senior subordinated 
notes and debentures; 
interest at 8.75%-
12.75%; 1988 to 1996 
maturity dates 

Junior subordinated 
and capital notes; 
interest at 13.62%; 
1990 maturity date 

1988 

$2,441.4 

227.4 

102.4 

$2,771.2 

January 3, 
1987 

$2,577.6 

369.0 

95.8 

$3,042.4 

Required payments during the next five years on 
long-term debt outstanding at January 2,1988 
(excluding $325 million of commercial paper bor
rowings supported by a revolving credit agreement) 
are as follows: $263.9 million in 1988; $371.7 mil
lion in 1989; $205.9 million in 1990; $534.3 million 
in 1991; and $291.1 million in 1992. 

AFS and TFC are independent borrowers and, 
accordingly, their debt is supported only by their 
own respective assets. 

At January 2,1988, AFS and TFC had lines of 
credit with various banks aggregating $1,4 billion, of 
which $612 million related to long-term loans. Based 
on a revolving credit agreement, $325 million of 
commercial paper borrowings have been classified as 
senior long-term debt at January 2,1988 and January 
3.1987. Lines of credit not used or reserved as sup
port for commercial paper borrowings amounted to 
$785 million, of which $91 million related to long-
term loans. In support ofthese lines, AFS and TFC 
generally pay fees and/or maintain compensating 
balances. 

In addition, Textron has short-term lines of credit 
from a number of banks. Some of these lines are 
available to TFC, principally on an informal con
firmed basis, to the extent of $66 million at January 
2.1988, all of which was used or reserved as support 
for outstanding commercial paper. 

Under operating agreements between Textron and 
TFC, Textron has made available to TFC a line of 
credit of up to $60 million for junior subordinated 
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borrowings at prime rate and Textron has agreed to 
lend to TFC interest free an amount not to exceed the 
deferred income tax liability of Textron attributable 
to the manufacturing profit deferred on products 
manufactured by Textron and financed by TFC. 
Textron has also agreed to cause TFC's pre-tax 
income available for fixed charges to be not less than 
125% of fixed charges. 

Under interest rate exchange agreements, which 
expire through 1993, AFS and TFC make periodic 
fixed payments in exchange for periodic variable 
payments. These contracts had the effect of fixing 
the rate of interest on $170 million of variable inter
est rate borrowings at January 2,1988 at approxi
mately 10.7%. Net amounts due under interest rate 
exchange agreements increased interest expense by 
$12.1 million, $15.3 million and $6.5 million in 
1987,1986 and 1985, respectively. These agreements 
expire as follows: $28 million in 1988, $53 million in 
1989, and $89 million thereafter. 

AFS used the proceeds from the sale of its credit 
card receivables (see Note 2) to purchase $412 mil
lion of its outstanding notes as part of its effort to 
reduce its average cost of borrowings. These pur
chases resulted in an extraordinary loss, net of 
income taxes, of $24.6 million. 

The long-term notes, debentures and loan agree
ments of AFS and TFC contain various restrictions 
on the declaration or payment of cash dividends and 
other payments to Textron. They also contain various 
provisions restricting additional debt, the creation of 
liens or guarantees and the making of investments. 

5. Leases 

Rental expense, related primarily to office space, 
was approximately $40.6 million, $36.8 million and 
$37.5 million in 1987,1986 and 1985, respectively. 
Minimum rental commitments under non-cancellable 
operating leases in effect at January 2,1988 approx
imated $185 million, of which $34 million is payable 
in 1988. 

In addition, certain ofthe subsidiaries provide cer
tain health care and life insurance benefits for certain 
retired employees. Eligibility for these benefits is 
restricted to the particular benefit plans at the partic
ular locations offering retiree benefits. These bene
fits and similar benefits for active employees are 
administered through an insurance company whose 
premiums are based on the benefits paid during the 
year. The cost of providing these benefits is recog
nized by expensing the premiums and costs as 
incurred. Such costs were $13.0 million, $10.0 mil
lion and $10.7 million for 1987, 1986 and 1985, 
respectively. The cost of providing these benefits for 
the 800, 690 and 680 retirees in 1987.1986 and 1985, 
respectively, receiving such benefits is not separately 
identifiable from the cost of providing such benefits 
for the 9,600, 9,000 and 8,600 active employees in 
1987,1986 and 1985, respecdvely. 

7. Income Taxes 

The provisions for income taxes ofthe U.S. finance 
subsidiaries and casualty insurance subsidiaries are 
calculated based on these subsidiaries being included 
in the consolidated U.S. federal income tax return 
filed by Textron. The provisions for income taxes 
also include amounts for the U.S. life insurance sub
sidiaries and foreign subsidiaries which file separate 
income tax returns. 

At January 2,1988, the subsidiaries' combined 
equity for financial reporting purposes included 
$104.9 million of its U.S. life insurance subsidiaries' 
policyholders' surplus on which no income taxes 
have been provided. Under present circumstances it 
is not anticipated that any of these untaxed earnings 
will become taxable. 

6. Profit Sharing, Retirement, Pension Plans and 
Other Postemployment Benefits 

The finance and insurance subsidiaries have retire
ment plans (principally non-contributory defined 
contribution) which cover substantially all employ
ees. Retirement plan expense for 1987,1986 and 1985 
was $8.8 million, $9.1 million and $10,5 million, 
respectively. Retirement costs are generally funded 
as accrued. 
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Details of income before income taxes, income 
taxes and the deferred income tax effects of timing 
differences are summarized as follows: 

(In millions) 

Income before income 
taxes: 

United States 
Foreign 

Total 

Income taxes: 
Operations 
Extraordinary loss 

Total 

Current: 
Federal 
State 
Foreign 

Deferred: 
Federal 
State 
Foreign 

Total 

Deferred income tax 
effects of timing 
differences: 

Leveraged leases 
Finance leases 
Insurance policy 

acquisition 
costs 

Liabilities for 
future policy 
benefits 

Other 

Total 

1987 

$153.5 
99.8 

$253.3 

$101.7 
(17.3) 

$ 84.4 

$ 5.5 
5.2 

26.4 

37.1 

41.8 
1.2 
4.3 

47.3 

$ 84.4 

$ 25.4 
15.7 

20.3 

(3.3) 
(10.8) 

$ 47.3 

1986 

$140.1 
83.4 

$223.5 

$ 86.7 
-

$ 86.7 

$(37.0) 
6.1 

39.7 

8.8 

76,4 
.2 

1.3 

77.9 

$ 86.7 

$ 39.3 
25.4 

19,4 

(12.1) 
5.9 

$ 77,9 

1985 

$143.2 
70.2 

$213.4 

$ 85.5 
-

$ 85.5 

$(36.6) 
4,7 

29.3 

(2.6) 

84.7 
2,4 
1.0 

88.1 

$ 85,5 

$ 40.8 
29,3 

15.9 

(8.4) 
10.5 

$ 88.1 

Deferred income taxes have not been provided for 
the undistributed earnings of foreign subsidiaries 
which aggt;egated approximately $216 million at Jan
uary 2,1988. Management's intention is to reinvest 
such undistributed earnings outside the United States 
for an indefinite period, except for distributions upon 
which incremental U.S. income taxes would not be 
material. 

Investment tax credits are accounted for under the 
deferral method for the leasing operations and under 
the flow-through method for all other operations. 
Investment tax credits included in net income were 
$7.3 million, $9.9 million and $12.0 mUlion in 1987, 
1986 and 1985, respectively. 

The Tax Reform Act of 1986 (the Act) was enacted 
in October 1986. Among other things, the Act pro
vided for reductions in 1987 and 1988 in the marginal 
federal income tax rate for corporations. Net income 
for the fourth quarter of 1986 was increased by $5.0 
million related to the first nine months of 1986 prin
cipally as a result of the beneficial effect of lower tax 
rates on TFC's leveraged lease portfolio. 

Following is a reconciliation ofthe federal statu
tory income tax rate to the effective income tax rate: 

1987 

Federal statutory 
income tax rate 

Increase (reduction) in 
taxes resulting from: 
State income taxes, 

net of federal tax 
benefit 

Investment tax credits 
Tax exempt interest 

and dividends 
received deduction 

Foreign income taxed 
at higher (lower) 
effective rates 

Special deductions 
allowed life insur
ance companies 

Net capital gains 
Amortization of 

goodwill 
Other-net 

40.0% 

1.8 
(1.1) 

(2.4) 

2.1 

(2.0) 

2.8 
(1.0) 

1986 

46.0% 

1.5 
(1.8) 

(3.3) 

(2.3) 

(3.3) 
(1.8) 

3.7 
,1 

1985 

46.0% 

1.6 
(3.4) 

(2.8) 

(1.6) 

(2.3) 
(1.3) 

3,9 

Effective income 
tax rate 40.2% 38.8% 40.1% 
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8. Financial Information by Business Segment 

(In millions) 

Revenues: 
Finance: 

Consumer 
Commercial 

Insurance: 
Credit life, credit disability and casualty 
Non-cancellable disability income, life 

and group insurance and annuities 

Income: 
Finance: 

Consumer 
Commercial 

Insurance: 
Credit life, credit disability and casualty 
Non-cancellable disability income, life 

and group insurance and annuities 

Identifiable assets: 
Finance: 

Consumer 
Commercial 

Insurance: 
Credit life, credit disability and casualty 
Non-cancellable disability income, life 

and group insurance and annuities 

Notes: 
(i) Income attributable to U.S. operations was 63% of 
incomefor 1987. 69%for 1986 and 67%for 1985. 
(ii) Identifiable assets in the U.S. amounted to 79% of 
total identifiable assets at the end of 1987, 82% at the 
end of 1986 and 81% at the end of 1985. 
(iii) Income ofthe Finance segment includes a $52.3 
million pre-tax gain on Ihe sale of AFS' credit card 
receivables in 1987. 

1987 

$ 726 
125 

851 

263 

746 

1,009 

$1,860 

$ 110 
24 

134 

47 

72 

119 

$ 253 

$3,313 
1,166 

4,479 

688 

2,681 

3,369 

$7,848 

1986 

$ 777 
128 

905 

335 

688 

1,023 

$1,928 

99 
29 

128 

16 

80 

96 

$ 224 

$3,398 
1,054 

4,452 

697 

2,401 

3,098 

$7,550 

1985 

$ 736 
107 

843 

250 

590 

840 

$1,683 

$ 119 
23 

142 

21 

50 

71 

213 

$3,592 
938 

4,530 

617 

2,163 

2,780 

$7,310 

(IV) Income ofthe Insurance segment includes net capi
tal gains of $22 million in 1987, $31 million in 1986 and 
$15 million in 1985. 
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Five-Year Summary* 

(Dollars in mUlions except per share amounts) 1987 1986 1985 1984 

Operating Results 
Sales 
Costs and expenses: 
Cost of sales 
Selling and administrative 

4,387.7 
604.3 

3,768.3 
539.6 

2,953,7 
509.7 

1,619.2 
257.9 

396.4 380.2 269,5 119.9 

Equity in pre-tax income of unconsolidated 
finance and insurance subsidiaries 

Interest income 
Interest expense 

253.3 
9.0 

(206.1) 

223.5 
11.4 

(191.5) 

213.4 
12.1 

(215.8) 

21.2 
11.0 

(32.9) 

Income from continuing operations 
before income taxes 

Income taxes 
452.6 
191.5 

423.6 
194,0 

279.2 
112.3 

119,2 
49.3 

Income from continuing operations before 
extraordinary item and cumulative effect 
of a change in accounting principle 

Discontinued operations: 
Income from discontinued operations, 

net of income taxes 
Gain on sales of discontinued operations, 

net of income taxes 
Extraordinary item, net of income taxes 
Cumulative effect of a change in 

accounting principle 

Net income 

Per common share: 
Income from continuing operations 
Discontinued operations 
Extraordinary item 
Cumulative effect of a change in 

accounting principle 

261.1 

3.5 

229.6 

8.3 

166.9 

56.7 

69.9 

43.6 

,16 

Financial Position at Year-End 

1983 

$ 5,388.4 $ 4,688.1 $ 3,732,9 $ 1,997,0 $ 1,899.3 

1,549.2 
250.4 

99.7 

17.3 
12,4 

(33,4) 

96.0 
36,2 

59.8 

28.9 

$ 

$ 

24.3 
(32.6) 

-

256.3 

2.97 
.32 

(.37) 

$ 

$ 

8,0 
(6.7) 

-

239,2 

2.78 
.20 

(.08) 

$ 

$ 

-
16,4 

11,8 

251.8 

2.23 
.76 
.22 

$ 

$ 

-
-

-

113.5 

.96 

.60 
-

$ 

$ 

-
-

-

88.7 

.81 

.39 
-

Net income 

Dividends declared 

Average common shares outstanding 

$ 2.92 

$ .975 

87,733,000 

$ 2.90 

$ .90 

82,564,000 

$ 3,37 

$ .90 

74,636,000 

$ 1.56 

$ .90 

72,938,000 

$ 1.20 

$ .90 

73,978,000 

Working capital 
Property, plant and equipment-net 
Total assets 
Long-term debt 
Shareholders' equity 
Book value per common share 

Other Data 
Capital expenditures 
Depreciation 
Number of employees 
Number of common shareholders** 
Number of preferred shareholders** 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

886.7 
791.0 

5,343.6 
1,485.8 
2,307.2 

25.39 

222.2 
152.7 

61,000 
37,000 

4,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

996.0 
857.6 

5,557.1 
2,181.5 
1,847.2 

22.38 

185.4 
115.3 

72,000 
36,000 

5,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

1,057,1 
588.9 

4,337.4 
1,503.1 
1,633.3 

19.94 

144.4 
94.4 

56,000 
40,000 

5,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

869.7 
452,4 

2,210,0 
200.4 

1,253.9 
17.23 

76.0 
42,4 

43,000 
43,000 

6,000 

$ 
$ 
$ 
$ 
$ 
$ 

$ 
$ 

911.0 
412.9 

2,104.6 
231.6 

1,244,6 
16.55 

26.4 
38.8 

41,000 
46,000 

7,000 

*The resulls of operations of Ex-Cell-O and Avco are included from September 17,1986 and January 10, 1985. respectively. Prior years' 
amounts have been restated for discontinued operalions. Prior years' share and per share data have been restated to reflect the effect of 
the two-for-one common stock split in May 1987. 

**Includes holders of record and individual participants in security position listings at year-end. , _ 
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Textron Board of Directors* 

B.F. Dolan (/) 
Chairman, President and 

Chief Executive Officer 
Textron Inc. 
Providence, RI 

William A. Anders 
Senior Executive Vice 

President Operations 
Textron Inc. 
Providence, RI 

Wendell W. Anderson, Jr. (3) 
Chairman and Chief 

Executive Officer 
Bundy Corporation 

(specialty tubing, engineered 
plastics company) 

Detroit, MI 

Joseph R. Carter (4) 
Chairman 
Wyman-Gordon Company 

(manufacturing firm) 
Worcester, MA 

R.Stuart Dickson (/ , i j 
Chairman 
Ruddick Corporation 

(diversified holding 
company) 

Chariotte.NC 

Principal Corporate Officers 

B.F. Dolan*** 
Chairman, President and 

Chief Executive Officer 

William J. Ledbetter** 
Senior Executive Vice 

President 
Administration and Planning 

Dennis G. Little* 
Executive Vice President and 

Chief Financial Officer 

Thomas D. Soutter** 
Executive Vice President and 

General Counsel 

Richard A. McWhirter*** 
Senior Vice President 
Financial Controls 

WiUiam F. Wayland 
Senior Vice President 
Human Resources 

Raymond W. Caine, Jr.* 
Vice President 
Corporate Communications 

Robert B. Clendenen** 
Vice President 
Internal Audit 

William M. Ellinghaus (I) 
Retired President, AT&T 
New York, NY 

Dante C. Fabiani (2) 
Director and Retired President 
Crane Co. 

(diversified manufacturer of 
products for basic industries) 

New York, NY 

Donald K. Farrar 
Senior Executive Vice 

President Operations 
Textron Inc. 
Providence, RI 

Webb C.Hayes, l l lf / , J) 
Partner 
Baker & Hosteller (attorneys) 
Washington, DC 

Amos A. Jordan, Jr. (2,5) 
Vice Chairman of the Board 
The Center for Strategic & 

International Studies 
Washington, DC 

James R. Martin (1.4) 
Retired Chairman 
Massachusetts Mutual Life 

Insurance Company 
Springfield, MA 

Brian T. Downing 
Vice President and Treasurer 

Arnold M. Friedman** 
Vice President and Deputy 

General Counsel 

Edward O. Handy, Jr.*** 
Vice President and Secretary 

Mary L. Howell* 
Vice President 
Government Affairs 

Gregory E. Hudson 
Vice President 
Taxes 

William P. Janovitz* 
Vice President and Controller 

Cecil W. Labhart*** 
Vice President 
Information Systems Services 
Lorna E. Long** 
Vice President 
Human Resource 
Development and 

Administration 

Barbara Scott Preiskel (2.3) 
Formerly Senior Vice President 
.Motion Picture Association 
New York, NY 

John J. Schmidt (4,5) 
Consultant 

(business and property 
development; business 
combinations) 

Chicago, IL 

Sam F. Segnar (7,4) 
Chairman 
Vista Chemical Company 
Houston, TX 

Jean Head Sisco (4,5) 
Partner 
Sisco Associates 

(management consultants) 
Washington, DC 

J. Paul Sticht (2,i) 
Retired Chairman 
RJR Nabisco, Inc. 

(international consumer 
products company) 

Winston-Salem. NC 

John L. Morse*** 
Vice President 
Risk Management and 

Insurance 

Richard A. Watson** 
Vice President/President 

TIMCO 

Principal Corporate 
Officers/Operations 

William A. Anders 
Senior Executive Vice 

President Operations 

Donald K. Farrar*** 
Senior Executive Vice 

President Operations 

Seymour S. Feuer*** 
Senior Executive Vice 

President Operations 

Quentin G. Achuff*** 
Group Vice President 

Robert P. Straetz (5) 
Retired Chairman 
Textron Inc. 
Providence, RI 

Howard R. Swearer (3,5) 
President 
Brown University 
Providence, RI 

Mardn D. Walker (2) 
Chairman and 

Chief Executive Officer 
M.A. Hanna Company 

(formulated polymers and 
natural resource concern) 

Cleveland, OH 

*Numbers indicate 
committee memberships 
(1) Executive Committee: 
Chairman, B.F. Dolan 
(2) Audit Committee: 
Chairman, Dante C, Fabiani 
(3) Nominating Committee: 
Chairman, J, Paul Sticht 
(4) Organization and 
Compensation Committee: 
Chairman, James R, Martin 
(5) Pension Committee: 
Chairman, John J. Schmidt 

Gary E. Atwell** 
Group Vice President 

Charles F. Chapin*** 
Group Vice President 

E. Earl Fleck*** 
Group Vice President 

George H. Hartmann* 
Group Vice President 

John J. Mahoney*** 
Group Vice President 

Derek Plummer*** 
Group Vice President 

Maurice G. Wilkins, Jr.** 
Group Vice President 

Willard R. Gallagher** 
Vice President 
International 

Experience with Textron and its 
subsidiaries/divisions: 

*5-9 Years 
**10-19years 

***20 years and over 

Shareho lde r s ' Meeting 
The 1988 Textron shareholders' 
meeting is scheduled for 10:30 a.m. 
on Wednesday, April 27 ,1988, at the 
Omni Biltmore Hotel, Providence, 
Rhode Island, 

O the r Repor ts Available 
Further information about Textron, 
including its 1987 Form 10-K as filed 
with the Securities and Exchange 
Commission, may be obtained by 
writing to the Corporate Communi
cations Department, Textron I n c , 
40 Westminster Street, Providence, 
Rhode Island 02903. 

Stock Exchanges 
Textron's stock is traded on the New 
York, Pacific and Midwest stock 
exchanges. Ticker symbol: TXT. 

Dividend Reinvestment Plan 
A shareholders' dividend reinvest
ment plan is available. For more 
information, please write directly to 
Textron's transfer agent. 

Transfer Agent and Regis t rar 
The transfer agent and registrar for 
Textron common and preferred 
shares is Morgan Shareholder Ser
vices Trust Company. 30 West 
Broadway, New York. New York 
10015. Telephone: (212) 587-6515. 

Textron is a multi-industry company 
with operations in three business 
sectors-Aerospace Technology, 
Commercial Products and Financial 
Services. 
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Textron is a diversified, multi-industry company providing a broad range of 
high quality manufactured products and financial services to customers in the 
government, commercial and consumer markets. Textron's operations are in 
three business sectors: Aerospace Technology, Commercial Products and 
Financial Services. The company participates in major defense production 
programs covering air, land and sea operations. Additionally, it is engaged in 
important development programs which provide significant opportunities for 
both military and civilian applications. 

Through its continuing overall emphasis on technology development and 
new product introduction, Textron maintains market leadership in selected 
niches ofthe aerospace, automotive, outdoor products and engineered fasteners 
industries, and in consumer and commercial finance and insurance. The 
products and services of Textron s operating divisions range from Bell heli
copters, Lycoming engines and Davidson automotive parts to Avco 
consumer loans and Paul Revere insurance. 

(cover) Textron Marine 
Systems' Landing 
Craft, Air Cuslilon 
(LCAC) provides a rev
olutionary means of 
projecting naval power 
ashore by riding on a 
cusiiion of air trapped 
beneatti its wraparound 
rubber sicirt. This 
high speed, amphibious 
assault landing craft 
is being produced for the 
U.S. Navy and Marines. 
The LCAC's propulsion 
and lift systems 
are powered by four Tex
tron Lycoming gas tur
bine engines. In 1988, 
Marine Systems 
received a $216 million 
award for 12 additional 
craft. 

Highlights 

(Dollars in millions except per share data) 1 9 8 8 1987 

Revenues 7,285.5 $ 7 ,164.2 

I n c o m e : 
C o n t i n u i n g ope ra t i ons 
Discontinued operations 
Extraordinary losses 

Net income 

272.1 

(37.7) 

261.1 
27.8 

(32.6) 

% 234.4 256.3 

I n c o m e p e r c o m m o n sha re : 
C o n t i n u i n g o p e r a t i o n s 
Discontinued operations 
Extraordinary losses 

Net income 

3.10 1 
-

(.43) 

2.97 
.32 

(.37) 

2.67 2.92 

Average common shares outstanding 

Book value per common share 
Dividends declared per common share 

Return on shareholders' equity* 

Employees 

87,910,000 

% 27.60 
% 1.00 

12% 

60,000 

87,733,000 

$ 
$ 

25.39 
.975 

13% 

61,000 

* Based on income from continuing operations. 
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To Our 
Shareholders Textron had another excellent year in 1988. Income from 

continuing operations reached a record level of $272.1 
million ($3.10 per share), on revenues of $7.3 billion, 
up from the $261.1 million ($2.97 per share) in the 

prior year, when results included a one-time gain of $34.4 million 
($.39 per share) from the sale of Avco Financial Services' credit card 
receivables. 

Growth Through Technology 
You will observe in this report that "state ofthe art" technology is 
evident throughout Textron's operations. Each operating unit — 
whether it manufactures helicopters, turbine engines, fasteners or 
automotive components, or whether it provides consumer loans or 
disability insurance — seeks to develop and maintain a competitive 
edge by using the latest technology in its particular industry. 

This report also highlights Textron's participation in key aerospace 
and defense programs, including major development programs 
having the potential to increase earnings substantially in the long 
term. The Commercial Products divisions are achieving break
throughs in the development of new products, materials and proc
esses for the automotive, specialty fastener and outdoor power 
equipment markets. The Financial Services divisions are investing 
in computer technology and training to improve further the quality 
of service and responsiveness to their customers. 

Development Programs Build for the Future 
Since last year's report to you, Textron has achieved several major 
milestones. The most significant was the "roll out" and preparation 
for flight ofthe Bell-Boeing V-22 Osprey TiltRotor aircraft. The 
aircraft is the first of six prototypes being built jointly by the team 
under the Navy's $ 1.8 billion full-scale development program. In 
other major new programs, the Bell-McDonnell Douglas team 
received a 1158 million contract for preliminary work for the LHX 
helicopter competition which is expected to lead to the winning 
team receiving a full-scale development contract in 1990; the 
Aerostructures division negotiated long-term agreements to pro
duce wing components for the European Airbus A-330/A-340 
jetliners; and HR Textron undertook developmental work 
to provide flight control actuators for the Navy's A-12 Advanced 
Tactical Aircraft. 

Looking Ahead 
As we look to the 90s and beyond, we see opportunities for growth 
in virtually all of our business lines. We have the qualified, moti

vated people to develop and market high quality products and 
services. Our existing strengths are complemented by training and 
development programs that encourage employees to reach their 
potential as Textron's future leaders. We intend to build on past 
success for further improvement in earnings to benefit our share
holders through: 

° New product introductions and product line extensions. 

° Strategic allocation of resources to sustain our balanced 
diversification. 

° Investment to be a technological leader in our respective markets. 

° Maintenance of strong financial condition and the flexibility that it 
provides. 

° Continued search for appropriate acquisitions. 

Textron has recorded five successive years of growth in earnings 
from continuing operations. With a sustained team effort of all our 
60,000 employees and the continuing support of our share
holders, customers and suppliers, the basis for our optimistic view 
of Textron's future is well founded. 

B. E Dolan 
Chairman, President and Chief Executive Offcer 

February 9, 1989 

Royal Little — In Memoriam 
Textron's founder. Royal Little, passed av^ay on January 12, 1989, 
at the age of 92. Roy was a tireless builder who forged Textron into a 
major American corporation benefiting thousands of shareholders 
and employees throughout the world. But Roy was a good deal 
more than a business genius: he was a pilot, white-water canoeing 
champion, tester of parachutes, preserver of African wildlife, pas
sionate golfer and bridge player, philanthropist, conservationist and 
more; with boundless concern and energy dedicated to making the 
world a better place to live and to enhancing opportunities for 
sharing its wealth. We are fortunate to have known Royal Little: a 
great spirit, business leader and friend. 



Aerospace Technology 

Textron ranks among the U.S. Government's largest defense 
contractors. The company's Aerospace Technology divisions 
develop and manufacture advanced technology products and 
systems providing sophisticated solutions for their military 
and commercial customers both in the United States and 
overseas. This sector's products include helicopters, gas 
turbine engines, combat vehicles, aircushion landing craft, 
missile reentry systems, aircraft wing structures, and aero
space materials, controls and electronics. A number of new 
technologies are being used in the development ofthe Navy's 
V-22 TiltRotor aircraft, the Army's LHX helicopter, and a 
family of "smart" munitions for the Army and Air Force. 

Commercial Products 

Financial Services 

Textron's competitive focus in this sector is on three princi
pal market segments — automotive parts, outdoor products 
and specialty fasteners. The company's automotive parts 
sales have more than doubled since 1986 to over $700 
million in 1988, This growth is due to the Ex-Cell-O 
acquisition and to Textron's success in developing close 
relationships with the major domestic automobile manufac
turers. The Commercial Products divisions produce a broad 
range of automotive functional components and decorative 
metal and plastic tr im parts which are sold primarily as 
original equipment. Other divisions are leading manufac
turers of lawn and garden equipment, golf cars, turf mainte
nance equipment, watch attachments, fasteners and 
fasteni ng systems. 
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Textron targets its participation in financial services to 
specific markets where it has developed a competitive edge. 
The major subsidiaries in this sector are Avco Financial 
Services, Avco Insurance Services, Textron Financial Corpo
ration and The Paul Revere Insurance Group. These units 
have important positions in their respective markets — 
consumer finance, credit insurance, commercial finance, life 
insurance, and disability income insurance for professionals 
and small business owners. 

Revenues 
(In Millions) 

Operating Profit 
(In Millions) 

Textron 1988 
Total Revenues: 
$7,279.4 milUon 

Percentage of 
Total Revenues 

Textron 1988 
Total Operating Profit: 
$706.8 million 

Percentage of Total 
Operating Profit 

$4,000 

3,000 

2,000 

1,000 

$400 

.300 

200 

too 

1988: 49% 1988:43% 
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Revenues 
(In Millions) 

Operating Profit 
(In Millions) 

Percentage of 
Total Revenues 

Percentage of Total 
Operating Profit 

$2,000 

1,500 

1,000 
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$200 
1988: 24% 1988: 25% 
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Revenues 
(In Millions) 

Operating Profit 
(In Millions) 

Percentage of 
Total Revenues 

Percentage of Total 
Operating Profit 

$2,400 $ 3 0 0 . 
1988: 27% 1988: 32% 
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Aerospace 
Technology 

(facing page) Rotating 
engine compar tments , 
or nacel les, located at 
the ends of the compos
i te carbon f iber w ings 
of the V-22 Osprey 
TiltRotor a i rc ra f t pro
vide both ver t ica l and 
hor izontal f l ight capa
bi l i ty. Bell Hel icopter 
Textron, teamed w i t h 
Boeing Helicopter, is 
building s ix product ion 
prototype V-22s 
as par t of the ful l -scale 
development. 

(above) The V-22 com
bines the take-of f and 
landing advantages of a 
hel icopter w i t h the 
speed and range of a 
f ixed w ing a i rcra f t . 

(r ight) The interact ion 
of sophist icated v isual 
technology w i t h coclc-
pit display and contro l 
sys tems in Bell Heli- \ 
copter Textron's OH-
58Dgives ' theU.S. 
Army a highly f lexible 
scout /at tack.hel icop-
te r .TheOH-58D's 
mast-mounted sight 
provides day/n ight 
te lev is ion and thermal 
imaging d isp lays 
as wel l as a laser 
rangefinder. 

/• 

Textron is a free world leader in the development and application of 
advanced aerospace technologies. The company participates in key 
military and commercial aircraft programs and produces systems, 
components and materials for tactical and strategic •weapons. While 

continuing to maintain a strong presence in its primary markets in the United 
States, Textron is also responding to today's budget-driven defense environment 
by being a high-quality/lo'w cost producer and by broadening its international 
markets. 

V-22 TiltRotor Has Great Potential 
Textron's "large program" participarion is often on a teamed or joint venture 
basis. For example, Bell Helicopter Textron is teamed •with Boeing Helicopter in 
the full-scale development for the U.S. Navy and Marines ofthe V-22 Osprey 
TiltRotor aircraft. The V-22 program is the most significant program underway 
at Bell Helicopter. Production contracts are expected to be awarded next year 
with first deliveries ofthe V-22 starting in 1992. 

The rriarket for derivative tilt rotor aircraft, both large and small, has yet to be 
fully explored but is expected to have long-range potential. The Federal Aviation 
Administration is currently implementing a plan to approve provisional certifica
tion ofthe V-22 as a civilian tilt rotor. In addition, the Bell-Boeing team has 
agreements with Mitsui and C. Itoh to assess the military tilt rotor marketplace 
in Japan. Similar agreements have been signed with Dornier of West Germany 
and British Aerospace. 

Bell Sets Sights On LHX Program 
In another important defense program for the mid-to-late 1990s, Bell Helicopter 
has joined with McDonnell Douglas in the U.S. Army's LHX (Light Helicopter 
Experimental) preliminary design competition. Demonstration/validation con-



(facing page) Isogrid 
panels built by Textron 
Aerostructures for mis
sile and space launch 
vehicles incorporate 
triangular pockets to 
maximize strength and 
rigidity. Expertise in 
the application of 
advanced technology-
forming concepts and 
other technologies is 
enabling the division to 
pursue new growth 
opportunities. 

(above) Textron Aero
structures is currently 
designing nose cones 
and aft skirts for the 
U.S. Air i=orce's Titan IV 
solid rocket booster. 

(below left) Norwood 
Precision Products 
Textron, which is part 
of the Aircraft Engine 
Components Division, 
produces a wide 
variety of parts and 
components for the 
aerospace industry. 

I •* 
(right) Because of its 
air cushion technology,^ 
the LCAC cari ride over' 
rough seas, beaches 
and rugged shoreline 
without stopping. The 
craft is produced by 
Textron Marine 
Systems. 

of West Germany to provide wing components for the Airbus A-3.30/A-340 
commercial airliners. The aggregate long-term sales value ofthe agreements ex
ceeds $ 1 billion. 

Textron Defense Systems continues to produce the reentry system and reentry 
vehicle for the Peacekeeper (MX) missile which, to date, have accounted for about 
$ 1.1 billion in sales. The division intends to become a major producer of tactical 
weapon systems over the next several years. It is developing a family of "smart" 
anti-armor munitions for the Army and Air Force based on the division's state of 
the art Skeet warhead technology. 

^ ^ ir Cushion Technology Provides Opportunities 
/ ^ Textron Marine Systems produces the LCAC, which is the cornerstone 

/ " ^ ^ L to the modernization ofthe amphibious forces for the U.S. Navy and 
^ m J L Marines. In December, the division received a $216 million contract 
for 12 additional LCACs. Under prior contracts, the division has delivered 14 
LCACs and is manufacturing another 10 craft. Ultimately, it is expected that 
more than 90 craft will be deployed. 

Textron Marine Systems' family of utility air cushion vehicles consists of amphibi
ous vehicles capable of transporting people and cargo over harsh or remote terrain 
previously inaccessible by conventional means. In 1988, the division also received 
a design and construction contract for the Coast Guard's new motor lifeboat 
prototype. 

Bell Aerospace Textron is developing antennas and precision pointing systems for 
the Army, Navy and Air Force in support of MILSTAR, the U.S. military 
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(facing page) Silicon 
carbide reinforced 
aluminum sheets are 
stacked into final con
figuration prior to con
solidation at Textron 
Specialty lUlaterials. 
These metal matrix 
composite panels are 
designed for use in the 
development of a tail 
section typical of an 
advanced fighter 
aircraft for the U.S. 
Air Force. 

(above) HR Textron's 
fly-by-light actuator 
incorporates technolo
gies designed for a new 
generation of high-
performance aircraft. 

(right) Cadillac Gage 
Textron produces light . 
tanks and arniored 
vehicles, principally 
for overseas'markets. 
Its Commando line \h 
includes the Commando' 
V-600 with a 105mm 
turret, the largest 
weapon ever mounted 
on a wheeled vehicle. 

communication satellite program. MILSTAR is designed to ensure survivable 
and reliable communications capabilities for U.S. strategic forces worldwide. The 
division is also building the Air Force's Mobile Microwave Landing System, 
which will enable aircraft operating in forward combat areas to land with 
increased precision and safety. 

O verseas Markets For Tanks, Armored Vehicles 
Cadillac Gage's expertise is in turret controls and stabilization sys
tems principally for the M1 tank. In addition, it is developing a new 

hydropneumatic suspension system for tanks which will improve the 
ride and reduce both weight and life cycle costs. Cadillac Gage also builds 
Stingray light tanks and light armored wheeled vehicles, primarily for the 
international defense market. 

In 1988, HR Textron, teamed with Parker Hannifin, won a long-term subcon
tract tp build flight control actuators for the Navy's Advanced Tactical Aircraft, 
the A-12. The A-12 will replace the A-6 Intruder as an all-weather, carrier-based 
attack aircraft. 

Promising Future For Composites 
Textron Specialty Materials is fabricating silicon-carbide, fiber-reinforced tita
nium alloy components for demonstration and evaluation by the three National 
Aerospace Plane airframe competitors. 

Textron's three gas turbine engine components producers — Aircraft Engine 
Components, Airfoil and Fuel Systems — are major sources for a wide range of 
components. These include critical rotating parts, such as hubs and discs, 
titanium superalloy compressor components, and fuel injection and distribution 
devices which are sold to all ofthe major turbine engine producers. 

13 
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Conunercial 
Products Textron's Commercial Products divisions are leading producers of 

automotive components, specialty fiisteners and outdoor power 
equipment. They retain their competitive edge by maintaining active 
research and development programs, producing quality products at 

competitive prices, and by anticipating custorner needs. 

Automotive Parts Business Growing 
The company's substantial financial resources, along with its diverse technologi
cal capabilities and problem-solving abilities, provide rhe Commercial Products 
divisions with the necessary strengths to keep pace with the automotive industry's 
new product needs. 

The automotive industry is an important growth area for Textron. The company 
is determined to increase its involvement by further strengthening its commit
ment to quality, service and cost reduction. Throughout the U.S, automotive 
industry there is growing emphasis on the outsourcing of components and 
subassemblies and on establishing long-term relationships between the domestic 
automakers and their prime suppliers. In 1988, Textron's Camcar, Cherry and 
Townsend fastener divisions were selected jointly by General Motors' Saturn 
Corporation as a supplier of various fasteners. Joining Textron's fastener opera
tions in 1989 is Avdel, based in England, with manufacturing and marketing 
operations in Continental Europe and the United States. Avdel also has major 
markets in Japan, Australia and Canada. Textron has been temporarily restrained 
by a U.S. court from exercising control over Avdel until the U.S. Federal 
Trade Commission completes an investigation of the competitive eifect of the 
acquisition. 

a 
(facing page) E-Z-Go 
passenger and luggage 
carriers help to ensure 
smooth connections for 
travelers at busy air
ports across the coun
try. E-Z-Go's high 
standards for quality 
and service have made 
it one of the world's 
largest producers of 
golf cars and utility 
vehicles. 

(above) Homelite's out
door power equipment 
line includes popular 
consumer model chain 
saws, string trimmers 
and hedge trimmers. 

(right) Jacobsen Tex
tron's new LFI 00 fair
way mower provides 
golf course o|M9rators >, 
with fast, tournament 
quality mowing! The 
latest in Jacobsen's 
lineof professional t u r f ' 
care equipment, the 
LFI 00, with its five 
reels, can cut a 100 
inch swath. 
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Other divisions contribute to Textron's acknowledged capabilities in automotive 
products. CWC Castings manufactures camshafts and diesel engine blocks. 
McCord Winn is a major producer of fuel pump armatures, windshield washers, 
air pumps and switches. Davidson Interior Trim is a leading automotive supplier 
in its polymer-based trim components product line. Davidson Exterior Trim is 
one ofthe largest manufacturers of reaction injection molded exterior trim. 
Davidson Instrument Panel is a leading manufacturer of instrument panels in 
North America. The automotive divisions are also pursuing growth opportuni
ties with the U.S plants of foreign producers. 

R & D Leads To Innovative New Products 
Research and development is the lifeblood ofthis sector and Textron 
divisions work together to develop and produce new products. The 
^ three Davidson divisions share design and technology facilities where 

the current emphasis is on cast-vinyl skin technology and modular assemblies 
development. The Randall Division, a major supplier of metal and plastic trim 
parts for the automotive and appliance industries, works closely with the Home
lite Division to manufacture chain saw housings and similar components for 
Homelite products, 

Textron's continued success in its key commercial products businesses hinges on 
the company's ability to introduce new products based on proprietary materials 
and processes. Townsend established a new product efl̂ ort in 1988, which gives 
customers a broader base of services by combining the division's special fasteners 
and cold-formed parts with other components made of plastic and metal. 

(facing page) Innova
t ive manufactur ing 
techniques take many 
fo rms at Textron. Dav
idson Exterior Trim Tex
t ron 's new sprayable 
latex masking sys tem 
enabled the div is ion to 
increase product ion 
volume and improve the 
qual i ty of i ts two-co lor 
automobi le bumpers. 

(below lef t) In 1988 , 
Textron's automot ive 
sales increased over 
2 0 % to $724 mi l l ion, 
equivalent to about 
$58 in components fo r 
every car and l ight 
t ruck built in Nor th 
Amer ica . 

(r ight) Continuing 
research and develop
ment, such as th is ten
si le test at Davidson 
Technology Center to 
analyze the s t re tch ing 
of v inyl mater ia ls used 
in automot ive compo
nents, keeps Textron 
on the leading edge 
of product design and 
appl icat ion. 
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Three Textron divisions are actively involved in air bag development for automo-;' 
tive safety: Davidson Instrument Panel is working with the automotive compa
nies and their subcontractors to develop instrument panels which will house 
passenger-side air bags; Camcar is supplying threaded fasteners and assemblies 
and the Cherry Division supplies rivets used on airbag modules. Cherry is also 
collaborating with Textron's Aerospace Technology divisions to develop unique 
fasteners that will be compatible with new types of composite materials for 
advanced aircraft. 

The three outdoor products divisions — E-Z-Go, Homelite and Jacobsen — 
invest continually in new product development. Improvements in manufacturing 
and a broader offering of quality products have supported a recovery at Homelite. 

ustomer Communication a n d Support 
Not all gains are the result of advances in technology. For example, 
the Contractor Tool and Equipment Division, while maintaining an . 
active product development program, relies heavily on feedback frorh 

its distributors and end users to determine what new products are needed. 
Customer technical support has become increasingly important. Camcar's com
puter aided design systems, for example, can provide a direct link with its 
customers to design sophisticated components. 

Competitive factors drive these divisions to maintain their technical leadership. 
Many divisions, including Jacobsen and North American Machine Tool, have 
expanded their use of computer integrated manufacturing to reduce response time 
between engineering design changes and actual production, while improving the 
quality of their products. 

csssm 
( facing page) Textron's 
Camcar, Cher ry and 
Townsend div is ions 
produce specia l ty fas
teners for v i r tua l ly 
every facet of Amer i 
can industry. A l l three 
div is ions supply fas
teners used on t ruck 
cab bodies made by 
Freightl iner, a whol ly-
owned subsid iary of 
Daimler-Benz. 

(below lef t) Cherry Tex
t ron manufactures 
these advanced com
posite pins for aero
space appl icat ions. 

(above) Avdel makes 
more than 2 0 d is t inct 
engineered fastening 
and assembly sys tems, 
including th is Avex too l 
and fas teners for the ^ 
automot ive industry. 

(r ight) Highly complex 
tool ing products f rom 
Micromat ic , an opera
t ion of Nor th Amer ican 
Machine Tool, include 
th is 3 6 stat ion cyl inder 
block t ransfer machine 
for a major automot ive 
manufacturer. 

^̂  
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Financial 
Services 

as^s^sa 
(facing page) On-the-
spot customer credit 
approval is available at 
retail appliance and fur
niture stores through 
the Avco Credit 
Express (ACE) machine. 
The ACE system 
is electronically linked 
to a local Avco 
Financial Services 
office where credit 
applications can be ap
proved automatically 
24 hours a day, seven 
days a week. 

(right) With approxi
mately 1,200 branch 
offices in the United 
States, Australia, Can
ada and the United 
Kingdom, the Avco 
Financial Services 
name is a familiar sight i, 
in many cities and 
towns. AFS' commit
ment to personal serv 
ice has generated 
strong customer 
loyalty. 

^̂  

utstanding customer service is the hallmark of Textron's Financial 
Services business and the cornerstone for its growth. The skilled 
people of Textron's Financial Services units build on this fundamental 

strength by applying state-of-the-art computer technology to the 
workplace. 

Avco Financial Services (AFS) and The Paul Revere Insurance Group rely on 
advanced computer systems and automated office systems to maximize field office 
service and to support the very best finance and insurance products available to 
consumers. 

Computers Enhance Customer Service 
Avco Financial Services' finance unit is installing a new personal computer system 
in its branch offices in the United States and Canada. Having computer intelli
gence in the branches offers the potential for further improvements in training, 
marketing and customer service. AFS is also utilizing computer technology to 
supply its retail merchant customers with a new level of service. In the past two 
years it has installed personal computers in approximately 600 retail stores in the 
United States as part of its Avco Credit Express (ACE) system. ACE, a first for the 
credit industry, provides on-the-spot approval for retail sales contracts. 
The system is also used to sell credit life insurance and related products of AFS' 
insurance unit, Avco Insurance Services (AIS). 

Through its nearly 1,200 branch offices, AFS offers direct installment loans and 
real estate secured loans to consumers, the purchase of sales finance contracts from 
retail merchants, and the sale of credit life, credit disability and property insur
ance to its borrowers. Since many of AFS' customers could qualify for bank loans, 
its competitive advantage is the superior customer service it offers. 



(facing page) The proc
essing of about 
250,000 transactions 
per day requires highly 
trained personnel and 
up^o-date computer 
systems. Textron's 
financial services com
puter center in Irvine, 
California is the pri
mary support facility 
for AFS' consumer 
finance and insurance 
operations and for TFC. 
More than 1,500 termi
nal display stations are 
attached to the system. 

(below left) Magnetic 
tape cartridges used in 
an automated data 
storage system at the 
Irvine computer facility 
have substantially im
proved loading speeds. 

(right) Advanced artifi
cial intelligience pro
vides a significant , fi 
competitive advantage' 
at Paul Revere Insure 
ance. The PACE system 
uses a four-section 
screen to provide claim 
examiners with up-to-
the-minute information 
on claimants. 

nnovative Insurance Products 
The primary customers of AIS are AFS loan customers and financial institu
tions such as banks, credit unions and consumer finance companies. In the 
United States, Avco Insurance Services' business is conducted by its Balboa 

Life and Casualty Insurance Companies. AIS' current emphasis is on financial-
institutions and credit related insurance products where it has specialized exper
tise. By concentrating on business fundamentals while improving its service 
capabilities, AIS has become one ofthe top writers of collateral protection 
insurance. Its product lines for financial institutions include key tracking pro
grams for Ford Motor Credit Corporation and charge account protection for 
Discover card and American Express card members. 

Paul Revere's principal product is individual disability income insurance for 
professionals and small business owners. It also markets group insurance products 
such as long-term disability, life, medical, dental and other coverages to 
employer/employee groups and ofifers life insurance and annuities to individuals. 
In 1988, Paul Revere was a finalist in the first annual Malcolm Baldrige National 
Quality Award competition. 

Paul Revere Insurance continually seeks to improve support services to its field 
offices and customers. Field office automation was a high priority in 1988. A pilot 
program for an enhanced automated office was begun to test sophisticated 
application functions such as electronic mail, access to information through a 
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( facing page) Textron 
Investment Manage
ment Company has the 
investment responsi 
bi l i ty fo r more than 
$4 .5 bi l l ion of Textron 
employee benef i ts and 
insurance assets . I ts 
staf f of 16 profession
als has produced long-
te rm pension invest
ment re turns ranking in 
the top quart i le of large 
U.S. pension funds. 

(r ight) Textron Finan
c ia l Corporat ion 's 
(TFC) Real Estate 
Financing Divis ion pro
v ides mortgage f inanc
ing for commerc ia l 
p roper t ies . TFC's s t rat 
egy of d ivers i f icat ion 
and expansion has 
resul ted in ten succes
s ive years of improved 
net prof i ts 'and asset 
g row th . ''. 

telecommunications network and new business trackings. During the year, two 
systems applications were brought on line. The first provides Paul Revere with 
the capability of using its underwriting experience in the disability income 
insurance business to select new insurance risks. The second system provides the 
framework to simulate the review and recommendations of claims by an experi
enced senior claims professional. The combination ofthese critical systems 
provides Paul Revere with a significant competitive advantage. Paul Revere also 
has moved toward automation ofthe system development functions. Called 
Computer Assisted Systems Engineering (CASE), this technology uses the power 
ofthe computer to speed the development of computerized systems and their 
subsequent maintenance. 

C ommercial Finance Opportunities 
Textron Financial Corporation (TFC), the company's commercial 
finance subsidiary, continues to diversify and expand in its market 
niches while providing innovative products to its customers. TFC's 

growth is largely the result of financing non-Textron products, which now 
accounts for 65% of its total business. Commercial financial services include 
equipment leasing, secured loans, real estate mortgages and inventory financing. 
In 1988, TFC enhanced its cost competitiveness by automating and centralizing 
certain collection functions. 
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Employee/ 
Community 
Commitment 

extron recognizes the importance of its employees and works dili
gently to select, develop and retain the highest quality workforce 
available. Our compensation, benefits and overall employee programs 
rank among the best in industry. 

We are proud of our people and we are pleased to ofifer talented employees the op
portunity to advance to more responsible positions. Key executives and high 
potential employees are identified and become part of a corporate-wide program 
that provides developmental opportunities within Textron. Attention is given to 
the advancement of women and minorities as we continue to emphasize promo
tion from within. 

Opportunities For Education And Training 
Numerous educational and vocational opportunities exist for Textron employees. 
They range from on the job training to seminars to enhance job performance to 
tuition reimbursement for degree studies. Textron, working with the Harvard 
Business School, also sponsors development programs for management employees 
and works closely with divisions on executive succession and development. 

Individual divisions, including Bell Helicopter and Textron Defense Systems, 
ofifer "live" courses televised from local universities. Bell Aerospace Textron 
provides on-premise accredited master's level technical and engineering courses, 
Textron assistance takes many forms. For example, HR Textron was instrumental 
in starting a local daycare/preschool program which supports the child care needs 
of its employees. For its efiforts, the division received an Employer Of The Year 
Award from the National Association of Business atid Professional Women. 

Textron takes pride in being a responsible corporate citizen. The Textron Charita
ble Trust provides financial assistance to non-profit organizations on a nationwide 
basis. In addition, the Trust matches gifts from employees to cultural and 
educational institutions and hospitals. 

( facing page) Textron 
sponsored programs 
conducted by Harvard 
Business School fac
u l ty are held each sum
mer to broaden the 
analyt ical and manage
ment ski l ls of selected 
personnel . 

(below lef t ) Textron 
provides a w ide range 
of employee benef i ts . 
In addi t ion, the Textron 
Chari table Trust o f fers 
col lege tu i t ion ass is
tance and matches 
employee contr ibut ions 
to cu l tura l and educa
t ional inst i tut ions and 
hospi ta ls . 

(r ight) Employee ass is
tance act iv i t ies w i th in 
Textron div is ions 
include McCord Winn's 
in-house mathemat ics 
and English language 
c lasses for Vietnamese 
and other employees at 
i ts Winchester, Massa
chuset ts plant. 
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Aerospace Technology 

Hel icopters Bell Hel icopter 
Textron 
P.O, Box 482 
Fort Worth, TX 76101 
(817)280-2011 
Leonard M. Horner 
President 

Propulsion Textron Lycoming 
550 Main Street 
Stratford, CT 06497 
(203) 385-2000 
Joloti R. Myers 
President 

Ai rc ra f t Engine 
Components 
P.O.Box 11906 
Newington, CT 06111 
(203)666-4601 
A, Artlmr Weigel 
President 

Air fo i l Textron 
P O . Box 4427 
Lima, O H 45802 
(419)226-2900 
Edward]. Breznyak 
President 

Jk^ 

\<:'i 

Bell Helicopter Textron manufactutes helicopters and spare parts fot 
the U.S. Government, foreign governments, and civilian markets and 
has large aftermarket sales of technical, training and logistics support 
services. Aircraft are produced in the United States and Canada, and 
through programs with Indonesia, Norway, Turkey, Korea and oth
ers. Bell Helicopter, teamed with Boeing Helicopter, is developmg 
the U.S. Navy^s V-22 Osprey TiltRotor aircraft. The division markets 
its products and services worldwide thtough a network of ditect sales 
managers and independent representatives. 

Textron Lycoming manufitctures gas turbine and reciprocatmg engme 
propulsion systems and related products for the United States and 
foreign military, airframe and vehicle manufocturers and commercial 
end users. Its key programs include the AGT 1500 engine for the U.S. 
Army's M 1 mam battle tank and the ALF502 turbofan for the British 
Aerospace BAel46 jetlinet. 

The Airctaft Engine Components Division manufactures to customer 
design gas turbine engine components such as discs, hubs, cases, 
frames, and precision gears for engine producers and the spares mar
ket. Products are marketed thtough the division's own sales totce. 

Aiffoifs principal products are forgings and finished components 
including fan blades, compressor blades and vanes, impellers and 
integrally bkaded rotots which are used in tutbine engines fot com
mercial, military and business aircraft. Its products are sold directly 
to customers primarily in the United States, Canada and Great 
Britain, 

Fuel Systems Textron 
700 N, Centennial 
Zeeland, MI 49464 
(616)772-9171 
Wil Ham G. Paterson 
President 

Fuel Systems Textron produces gas tutbine engine fuel metetmg 
components consisting ofmain engine fuel injector devices, fuel 
metering and distribution valves and augmentor fuel injector sys
tems These products are sold as original equipment or spares to the 
free worWs major jet engme producers and the U.S. Government. 
Overhaul ofthese components is petformed for the U.S, Govemment 
and commercial airlines. 
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Systems Bell Aerospace 
Textron 
PO, Box One 
Buffalo, NY 14240 
(716)297-1000 

Jofjn W. Siedlecki 
President 

Bell Aerospace Textron designs and manufactures electronic prod
ucts, systems and software for the defense and space industries ofthe 
United States and its allies. Its customers include government agen
cies as well as prime contractors. The division's products are aircraft 
landing systems, inertial systems and components and subsystems for 
satellite communications. The major technologies used in its prod
ucts are precision inertial instruments, extremely high frequency 
antennas, precision pointing pedestals and approach radar. 

Cadillac Gage Textron 
P O . Box 1027 
Warren, Ml 48090 
(313)777-7100 
William C. Frank 
Presideni 

Cadillac Gage Textron produces lightweight armored combat vehi
cles, turrets, aerospace controls, .advanced suspension systems, and 
weapon/turtet control and stabilization systems. These products are 
sold primarily to the U,S, Government and its prime contractors, and 
to foreign governments by the division's sales force and independent 
manufacturers^ representatives. 

HR Textron 
25200 West Rye 
Canyon Road 
Valencia, CA 91355 
(805)259-4030 
Richard]. Millman 
Presideni 

HR Textron provides sophisticated control systems to prime contrac
tors and the U.S, Government for use in high-performance aircraft, 
space launch vehicles, helicopters, missiles and turbine engines. 
Additionally, the division produces servovalves, fuel and pneumatic 
system components and automatic test equipment. Its PTI division is 
an industry leader in aerospace and industrial filtration technology. 
HR Textron products are marketed by its own sales force, field offices 
and distributors throughout the free world and are supporred world
wide through service centers. 

Textron 
Aeros t ruc tures 
P O . Box 210 
Nashville, TN 37202 
(615)361-2000 
]ohn S. Kleban 
Presideni 

Textron Aerostructures is a subcontractor to the commercial and 
military aerospace industry. It produces wings for Gulfstream Corpo
ration's G-IV business jet and Btitish Aerospace's BAe 146 commuter 
jet. In 1988, it became the first major U,S. participant in the 
European Airbus program, and will supply wing components for 
the A-330/A-340 aircraft. In addition, it is manufacturing compo
nents for the C-17 airlifter and is producing nose cones and aft skirts 
for the U.S. Air Force's Titan IV solid tocket booster. 

Textron Defense 
Systems 
201 Lowell Street 
Wilmington, MA 01887 
(508)657-5111 
HaroldK. McCard 
President 

Textron Defense Systems develops and produces advanced technology 
weapon systems for the U,S, Department of Defense. As a leading 
supplier of strategic systems for the Ait Force, the division produces 
the reentry vehicle and fuze tor the Peacekeeper missile. It also 
supplies logistic services on both the Peacekeeper and Minuteman 
weapon systems, including hatdwate fot spares and replenishment 
purposes. In tactical weapon systems, the division is developing a 
family of "smart" anti-armor munitions based on its advanced sensor 
technology. 

Textron Mar ine 
Systems 
6800 Plaza Drive 
NewOrleans, LA 70127 
(504)245-6600 
]ohn ] . Kelly 
Presideni 

Textron Marine Systems produces the Navy's Landing Craft, Ait 
Cushion (LCAC), a high speed, air cushioned amphibious assault 
landing ctaft. It is also developing the U.S, Coast Guatd's new class of 
motor lifeboat, and is pursuing development and production of other 
high-performance marine products for both military and commercial 
application. 

Textron Special ty 
Mater ia ls 
Two Industrial Avenue 
Lowell, MA 01851 
(508)452-8961 
PanlR. Hoffman 
Presideni 

Textron Specialty Materials is a pioneer in the development and 
manufacture of advanced composites and fire protection materials. 
The advanced composite business lines include boron, silicon carbide/ 
metal matrix and carbon products which ate sold to aerospace firms, 
the U,S, Government and sporting goods manufacturers. These rein
forced materials provide superior performance where high sttength, 
rigidity and light weight ate required. 



Commercial Products 

Outdoor 
Products 

E-Z-Go 
P O . Box 388 
Augusta, GA 30913 
(404)798-4311 

]ohnR. Dwyer. Jr . 
President 

E-Z-Go is a leading producer of utility vehicles fot sports and indus
try. The division manufactures fleet golf cars and related parts and 
accessories. It also produces utility vehicles for the turf, industtial 
and commercial markets and deluxe model golf cars for individual 
owners. Its products are distributed worldwide through a network of 
independent distributors and company-owned branch offices. 

Homelite 
14401 Carowinds 
Boulevard 
Charlotte, NC 28217 
(704)588-3200 
Alan Y. Leuanson 
President 

Homelite produces electric and gasoline string trimmers, hedge 
trimmers, brushcurters and chain saws, .as well as gasoline-powered 
blowers, generators, pumps, heaters and compactors. The division 
manufactures lawn mowers, riding mowers, lawn tractors and snow-
throwers sold under the Homelite/Jacobsen names. These products 
are sold to retailets in the United States and Canada by Homelite's 
direct sales force. Overseas sales are by wholly owned branches, 
independent distributors and sales representatives. 

Jacobsen 
172 1 Packard Avenue 
Racine, WI 53403 
(414)637-6711 
RobertW.Re,d,]r. 
President 

Jacobsen is a leading producer of quality turf and grass maintenance 
equipment used by golf courses, government agencies, schools, land
scape contractors and others. Its products include greens, fairway and 
rough-area mowers, large and small rotary mowers, seeders, sweep
ers, vacuums, blowers and aerators. Jacobsen equipment is sold 
through some 300 independent distributors, dealers and company 
branches worldwide. 

Automotive CWC Castings 
Henry Street 
Muskegon, MI 4944 I 
(616)733-1331 
]nhn L. Kelly 
President 

CWC produces castings for automotive, truck and off-highway 
equipment manufacturers. Its major products are automotive cam
shafts, diesel engine blocks, cylinder heads and small automotive 
vacuum cast steel components. The division's sales force sells directly 
to engine and parts manufacturers. 

Davidson Exterior 
Trim Textron 
Route 6, Box 10 
Americus, GA 31709 
(912)924-6111 
D, Michael Weston 
President 

Davidson Extetior Trim is the largest independent manufactuter of 
exterior trim parts, principally soft bumpers and body moldings, for 
the North Ametican automotive manufacturers. The three Davidson 
divisions share a sales and design office and a central marketing and 
technology center. Theseactivities are complemented by a marketing 
group at the division location. 

Davidson Instrument 
Panel Textron 
875 Greenland Road, 
Building C 
Poftsmouth.NH 03801 
(603)433-4142 
Prank]. Preston 
President 

Davidson Instrumenr Panel is the leading independent manufacturer 
of automotive instrument panels in North America, producing nearly 
one third ofthe domestic automobile and light truck requirement. 
Advanced technology plastic and polyutethane products are delivered 
to assembly plants throughout the United States and Canada using 
the '•Just In Time'^ delivety approach. 

Davidson Interior 
Trim Textron 
Industrial Park 
Dover, N H 03820 
(603)742-0720 
Richard]. Ferrari 
President 

Davidson Interior Trim produces polymer-based trim components for 
automobiles and light trucks. Its principal products — armrests, 
console assemblies, instrument panel components and door panel 
assemblies — are sold as original equipment to automotive manufac
turers in North America, 
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Specialty 
Fasteners 

Other 

McCord Winn Textron 
620 Washington Street 
Winchester, MA 01890 
(617)729-4400 
Albert R. Vanderbilt 
President 

Randall 
P.O. Box 46334 
Cincinnati, O H 45246 
(513)896-9400 
Richard]. Price 
Presideni 

Avdel pic 
Welwyn Garden City 
Herts AL7 IQB 
England 

44-707-372 624 
]ohnC. Marley 
President 

Camcar 
600-18th Avenue 
Rockford, IL61104 
(815)961-5000 
Robert H.Rothko[,f 
President 

Cherry 
RO, Box 2 157 
Santa Ana, CA 92707 
(714)545-5511 
Donald A. Eckerson 
President 

T o w n s e n d 

5250-77 Center Drive 
Suite 300 

Charlotte, NC 28217 
(704)525-8003 
Nrcho/asJ. Wodogaza 
President 

Contractor Tool and 
Equipment Textron 
4455 Boeing Drive 
Rockford, IL61109 
(815)399-2078 
Herbert L. Henkel 
President 

McCord Winn Textron manufactures elecfro-mechanical components 
for North American-b.ised automobile and light truck producers. 
The division's principal products are fuel pump armatures, wind
shield washer systems, horn pads, air pumps and switches. McCord 
Winn's products are sold directly to automotive manufacturers and 
their subcontractors. 

Randall's products inclucle a wide range of functional and decorative 
parts in metal and plastics for both the automotive and appliance 
industry, as well as for other Textron divisions and commercial 
accounts. Its principal products are in roll sections, stampings and 
tubular steel; bright metal and painted moldings; decorative plastic 
painted components and chrome plated components; and in wheel 
ornamentation trim covers, hub caps and trim rings. 

Avdel is a major supplier of specialized engineered fastening and 
assembly systems, wifh operafions in the worWs major industrialized 
counrries. Avdel's direct sales organization has developed global mar
kets through the substitution of traditional fastening and joining 
methods with a range of innovative hand held and automatic .assem
bly systems fbr the automotive, home appliance, construction, elec
tronic, transportation and aerospace industrie.s. 

Camcar produces custom-engineered components and fasteners for 
such diverse industries as automotive, business equipment, electron
ics, railroad, appliance and truck/trailer. It isa leading supplier of 
automotive assemblies which combine precision Camcar products 
with metal stampings, plastic and rubber components. 

Cherry manufactures fasteners for aerospace, transportation and othet 
commercial markets and is a world leader in the development and 
production of blind fasteners and fastener installation systems. Cherry 
markets its products through a worldwide distribution network and 
its own sales force. 

Townsend designs and manufactures a full line of specialty fasteners, 
proprietary fastening systems, installation machines, precision cold-
formed parts and subassemblies for the automotive, construction, 
electronics and office automation markets, as well as for all major 
consumer goods markets. These producrs are marketed direcfly 
through sales engineering specialists supplemented by disttibutors 
and sales agents. 

Contractor Tool and Equipment Textron h.is two operations, Green
lee Textron produces and markets a broad range of powered equip
ment, electrical test insfruments, hand tools and related 
consumables, such as conduit benders, cable pullers and punch and 
die metal hole-making systems to professionals for use in both con
struction and industrial applications. Forest City Tool Company 
produces woodworking tools and equipment including wood augers, 
router bits and indexible tooling for the furniture and woodworking 
markets. Both units have sales organizations which work through 
independent distributors. 
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North American 
Machine Tool 
RO, Box 700 
Walled Lake, Ml 48088 
(313)624-7800 
]ames F. Horgan 
President 

The North American Machine Tool Division is composed of a group 
of companies involved in the design and manufacture of proprietary 
production machine tools, components and systems for the automo
tive, appliance, aerospace, bearing, off-highway and plastic compo
nents industries. Most of its products ate sold through a direct sales 
force in rhe United States and Canada. 

Speidel 
70 Ship Street 
Providence, Rl 02903 
(401)421-8600 
AlfredM. Massotti 
President 

Speidefs principal products are watch attachments, fashion bracelets, 
quartz watches, neckchains and Brirish Sterling men's toiletries. 
Its pfoducts ate sold in jewelry, department, drug and discount stores 
primarily by Speidel's direct sales force as well as by independent 
wholesalers. 

Financial Services 

Finance 

Insurance 

Avco Financial 
Services 
P O . Box 19701 
Irvine, CA 927 13 
(714)553-1200 
Charles R. Rinehart 
President 

Avco Financial Services' (AFS) consumer finance operations involve 
unsecured loans and loans secured by personal property, AFS also 
makes larger loans for longer periods which are secured by real 
property and purchases retail installment contracts from various deal
ers, AFS operates approximately 1,200 finance offices in the United 
States, Australia, Canada and the United Kingdom. 

Textron Financial 
Corporation 
RO, Box 6687 
Pfovidence, RI 02940 
(401)272-8000 
Stephen]. Davis 
President 

Textron Financial Corporation (TFC) is a commercial finance com
pany offering equipment leasing, commercial real estate financing, 
secured lending and inventory financing, TFC provides financing to a 
broad specttum of American industties through its nationwide net
work of 35 offices, as well as to several Textron units. 

Avco Insurance 
Services/Balboa 
Life and Casualty 
RO, Box 19702 
Irvine, CA 927 13 
(714)553-0700 
Carlton W. Honebein 
President 

Avco Insurance Services (AIS) and its subsidiaries, including Balboa 
Life and Casualty Insurance Companies, provide collateral pro
tection, credit life and disability, involuntaty unemployment, credit 
property insurance and property/casualty insurance in the United 
States, Australia, Canada and the United Kingdom. A substantial 
portion of AIS' business is derived from the consumer loan customers 
of Avco Financial Services, 

Paul Revere Insurance 
Group 
18 Chestnut Stteet 
Worcester, MA 01608 
(508)799-4441 
Aubrey K. Reid. Jr . 
Presideni 

Paul Revere Insurance Group specializes in individual non-cancella
ble disability income insutance for professionals and owners of small, 
independent businesses, Paul Revere also markets group life, medi
cal, dental and disability insurance to employer/employee groups 
and individual life and financial products. Disttibution in the United 
States and Canada is through career and brokerage channels and 
thtough industty sales agreements. 
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Financial Review 
Report of Management 
Report of Independent Public Accountants 
Consolidated Financial Statements 
Financial Information by Borrowing Group 
Quarterly Financial and Stock Information 
Five-Year Summary 

Introduction 

Prior to 1988, Textron's consolidated financial state
ments have included the accounts of irs finance and 
insurance subsidiaries on the equity basis. That is, its 
investment in these subsidiaries was shown in its consol
idated balance sheet and the pre-tax income ofthese 
subsidiaries was shown separately in its consolidated 
statement of income. 

Pursuant to the requirements of a new accounting 
standard, Textron has consolidated the accounts of ics 
finance and insurance subsidiaries in its consolidated 
financial statements for 1988 and has restated prior 
years' financial statements, as presented on the following 
pages, to give retroactive effect to this change. 

To enhance the teader's understanding of Textron's 
operations, Textron has also presented separate financial 
information for its two borrowing groups — the 
Textron Parent Company Borrowing Group (all Textron 
entities other than its finance and insurance subsidiaries) 
and the finance and insurance subsidiaries. This infor
mation is included in Note 18, on pages 62 to 65. 
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Financial Review 

• Capital Expenditures 
Q Depreciation 
(In Millions) 

Liquidity and Capital Resources 
Financing for Textron is conducted through two separate 
borrowing groups: the Textron Parent Company Borrow
ing Group (consisting of all entities of Textron other than 
its finance and insurance subsidiaries) and the finance and 
insurance subsidiaries. This framework allows the finance 
and insurance subsidiaries, with specialized needs related 
to their portfolios of receivables and investments, to 
finance their respective operations, each through its own 
external group of creditors without guarantee from the 
Textron Parent Company Borrowing Group, Accordingly, 
the liquidity and capital resources of Textron's operations 
are best understood by separately considering its independ
ent borrowing groups. 

Textron Parent Compan-y Borrowing Group 
Sources of cash to the Textron Parent Company Borrowing 
Group include cash generated by the operations within 
this group and dividends received from the finance and 
insurance subsidiaries, supplemented with borrowings. 
Information about the cash flows ofthis group for each of 
the three years in the period ended December 31, 1988 is 
set forth in the Group's statement of cash flows included in 
Note 18 (page 63) to the consolidated financial statements. 

In 1988, the Textron Parent Company Borrowing 
Group's operating activities provided positive cash flows 
of $117.7 million, which reflected reductions of accrued 
and other liabilities, related principally to the liquidation 
of contractual obligations, as well as increased levels of 
receivables and inventories. The Group's debt increased by 
$298.9 million principally as a result of cash required for 
capital asset additions, purchases of treasury shares and 
payments of dividends exceeding operating cash flows, and 
its ratio of debt to total capital was 43% at December 31, 
1988, compared to 39% atjanuary 2, 1988. 

In 1987, positive cash flows from operating activities, 
investing activities (including proceeds of $293.0 million 
from sales of discontinued operations), and from the sale of 
common stock ($195.6 million), enabled the Group to 
reduce its borrowings by $723.2 million. In 1986, the 
Group increased its borrowings by $671.0 million, as the 
funding of its $1 billion acquisition of Ex-Cell-O more 
than offset the positive cash flows from operating activities 
and from certain investing activities (including proceeds of 
$454.6 million from sales of discontinued operations). 

Capital expenditures during the three years in the 
period ended December 31, 1988 were primarily for the 
replacement of machinery and equipment, both for 
increased capacity at existing facilities and for expansion to 
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accommodate new product lines. A substantial portion of 
such expenditures related to the Aerospace Technology sec
tor. Capital expenditures during 1989 are not expected to 
dififer substantially from the level of such expenditures in 
1988. 

In May 1988, Textron completed a program to purchase 
five million of its common shares at an aggregate cost of 
$117.6 million ($105.5 million of which was expended in 
1988). 

During 1988, Textron purchased an aggregate of 
approximately $ 130 million of its high interest rate debt. 
In March 1988, Textron filed a shelf registration statement 
with the Securities and Exchange Commission increasing 
its shelf to cover up to an aggregate of $337.6 million of 
unsecured debt securities. At December 31, 1988, Tex
tron had interest rate exchange agreements, entered into 
primarily in 1988, to eliminate its exposure to the effects 
of possible increases in interest rates on a portion of its 
variable rate borrowings. These agreements, which expire 
through 1994, had the effect of fixing the rate of interest 
at approximately 9.4% on $156.7 million of variable rate 
borrowings at December 31, 1988. 

In early 1989, Textron acquired control of Avdel pic, a 
fastener manufacturing business based in England, the 
total cost of which will approximate $250 million. On 
February 22, 1989 the U.S. Federal Trade Commission 
(FTC) obtained a temporary restraining order prohibiting 
Textron from exercising control over Avdel for the purpose 
of maintaining the status quo while the FTC considers 
whether the acquisition of Avdel restricts competition 
in violation of U.S. antitrust laws. Textron intends to de
fend its acquisition, 

Textron has committed credit facilities aggregating 
$3.8 billion, plus confirmed bank lines of $203 million. 
Credit facilities not used or reserved as support for com
mercial paper or bank borrowings were $3.2 billion at 
December 31, 1988. 

Management believes that the Textron Parent Company 
Borrowing Group will continue to have adequate access to 
credit markets and that its credit facilities and cash flow 
from operations — including dividends received from Tex
tron's finance and insurance operations — will continue to 
be more than sufficient to meet its operating needs and to 
finance continued growth. 

Finance and insurance subsidiaries 
This group includes Avco Financial Services, Inc. (AFS), 
consisting of Avco Financial Services Group and Avco 
Insurance Services (AIS), Textron Financial Corporation 
(TFC), and The Paul Revere Insurance Group. The insur
ance operations have historically generated positive cash 
flow sufficient to preclude the need for borrowings. Infor
mation about the cash flows ofthis group for each ofthe 
three years in the period ended December 31, 1988 is set 
forth in the Group's statement of cash flows included in 
Note 18 (page 65) to the consolidated financial statements. 

AFS and TFC each utilize a broad base of financial 
sources for their respective liquidity and capital require
ments. Cash is provided both from operations and several 
dififerent sources of borrowings, including unsecured bor
rowings under bank lines of credit, the issuance of com
mercial paper and sales of medium- and long-term debt. 
During 1988, the net proceeds from medium- and long-
term financing sources totaled $628 million; debt 
increased by $507.9 million in 1988, due principally to 
growth in finance receivables. 

AFS and TFC have interest rate exchange agreements, 
which expire through 1994, which had the efifect of fixing 
the rate of interest at approximacely 11.5% on $294.9 
million of variable interest rate borrowings (principally 
foreign) at December 31, 1988. AFS expects to replace 
fixed rate long-term debt maturing in 1989 and thereafter 
with variable rate short-term debt and has entered into 
interest rate exchange agreements which will have the 
effect of fixing the rate of interest on $327.5 million of 
such variable race debt at approximately 9.66%. In early 
1989, AFS filed a shelf registration stacement with che 
Securicies and Exchange Commission increasing ics shelf co 
cover up co an aggregace of $600 million of unsecured 
debe securicies. 

For liquidicy purposes, AFS and TFC have a policy of 
maincaining sufficienc unused bank lines of credic co sup
porc cheir oucscanding commercial paper. Lines of credic 
noc used or reserved as supporc for commercial paper and 
bank borrowings amounced co $846 million ac December 
31, 1988. The racio of shorc-cerm debe co cocal debe ac 
December 31, 1988 was 23%. Maincenance of a conserva-
cive racio provides gceacer scabilicy co the finance subsidi
aries' earnings, as well as co cheir capical positions. 

For furcher informacion abouc che debe and credic facili-
cies of che Texcron Pacenc Company Borrowing Group and 
che finance and insurance subsidiaries, see Noce 9 co ehe 
consolidaced financial stacemencs. 
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Results of operations 
1988 vs. 1987 
Texcron's income from condnuing operadons was $272.1 
million ($3.10 per share) in 1988, an increase of $11.0 
million over 1987 resulcs of $261.1 million ($2.97 per 
share). Resulcs for 1988 include afeer-eax capical gains of 
$7.2 million ($.08 per share), while 1987 resulcs included 
afeer-tax gains aggregadng $48.1 million ($.55 per share) 
from che sale of AFS' credic card receivables and from capi
cal gains. Revenues increased co $7.3 billion in 1988 from 
$7.2 billion in 1987, 

Operacing profics of Texcron's six business segmencs 
aggregaced $706.8 million in 1988, compared co $723.2 
million in 1987, which included che gain — $52.3 mil
lion pre-cax — on ehe sale of AFS' credic card receivables. 
See che cable below under ehe capcion "Revenues and 
Income by Business Segmenc" and che discussion of ehe 
resulcs ofeach segmenc which follows chac cable. 

Corporace expenses approximaced cheir 1987 level. 
Inceresc expense of che Texcron Parenc Company Borrow
ing Group increased slighdy over ehe 1987 level as che 
benefic of a lower level of average borrowings in 1988 was 
offsee by che effecc of higher inceresc races. Texcron's efifec-
cive income cax race in 1988 was lower chan ehe 1987 race, 
principally due co a reducdon in ehe 1988 federal scaeucory 
income cax race for corporarions. 

Nee income for 1988 of $234.4 million ($2.67 per 
share) included excraordinary losses, afcer income caxes, 
aggregacing $37.7 million ($.43 per share) from (a) an 
arbicraeion ruling adverse co one of AFS' insurance opera-
eions relaeing to a former line of business which was dis
condnued prior CO 1986 ($28.0 million, or $.32 per 
share) and (b) che early cedempcion of $130 million of 

• Earn ings Per Share - C o n t i n u i n g Opera t ions 
• • Div idends Dec la red Per Share 

1988 • ^ ^ ^ ^ • I ^ H ^ H ^ ^ ^ H ^ ^ ^ ^ ^ ^ ^ M 

1987 1 

1986 I 

$.80 51.60 $2,40 I $.̂ .20 

36 

h i g h inceresc rate debe ( $ 9 . 7 mi l l ion , or $. 11 per share). 

Net income for 1987 of $256.3 million ($2,92 per share) 
included an excraordinary loss of $32,6 million ($.37 per 
share) resulcing primarily from che redempcion of high 
inceresc race debe by AFS, which was subscanclally offsee 
by an afeer-eax gain of $27.8 million ($.32 per share) from 
discondnued operacions. 

1 9 8 7 VS. 1 9 8 6 
Tocal cevenues from condnuing operacions rose 10% eo 
$7.2 billion from $6,5 billion in 1986, Income from con
dnuing operacions was $261,1 million ($2.97 per share), 
an increase of 14% over 1986's resulcs of $229-6 million 
($2.78 per share). Resulcs for 1987 included a gain from 
che sale of AFS' credic card ceceivables and capical gains, 
che aggregace of which was $48.1 million afeer-eax ($.55 
per share), while 1986 resulcs included gains from rhe sale 
of cercain receivables and capical gains, che aggregace of 
which was $42,2 million afeer-eax ($.51 pershare). 
Resulcs for 1987 also beneficed by approximacely $ 12.0 
million ($, 14 per share) from ehe adopdon of che new 
pension accoundng rules of che Financial Accoundng 
Scandards Board, 

The benefic of improved operadng profics, as discussed 
below, was pardally offsee by higher Texcron Parenc Com
pany Borrowing Group inceresc expense and corporace 
expenses. The increase in corporace expenses was princi
pally a resulc of ehe gain from che sale in 1986 of cercain 
corporace-held investmenes. Higher inceresc expense 
reflecced ehe Texcron Parenc Company Borrowing Group's 
increased level of debe following ehe acquisidon of Ex-
Cell-O, pardally offsee by che effecc of lower inceresc races. 
Texcron's effecdve income cax race in 1987 was lower chan 
che 1986 race, principally due co a reducdon in ehe 1987 
federal scaeucory income cax race for corporarions. Earnings 
per share foe 1987 reflecced an increased average number of 
shares oucscanding over che prior year. 

Nee income for 1987 of $256.3 million ($2.92 per 
share) included an excraordinary loss of $32.6 million 
($.37 per share), which was subscandally ofl!see by an afeer-
eax gain of $27.8 million ($.32 per share) from discondn
ued operadons. Nee income for 1986 of $239-2 million 
($2.90 per share) included an afeer-eax gain of $ 16.3 mil
lion ($.20 per share) from discondnued operacions, which 
was partially offsee by an extraordinary loss of $6.7 million 
($-08 per share) from che early redempdon of debe. 

The Financial Accoundng Scandards Board has issued 
several new accoundng seandacds chac have or will afifece 
Texcron's financial scacemencs for yeacs afcer 1987- See 
"New Accoundng Requiremencs" on page 48 of Texcron's 
consolidaced financial scacemencs for furcher informadon. 

Segmenc resulcs for 1988, 1987 and 1986 are summa
rized and discussed below. 

Revenues and Income by Business Segment 

Fora description of the businesses comprising each segment, see pages 2 8 to 3 2 of this report. 
For additional financial information by business segment, see Note 17. 

Business Segments 
(In millions) 

Revenues Incon ie 

1988 1987 1986 1988 1987 1986 

Aerospace Technology: 
Helicopcers 
Propulsion 
Syscems 

$1,271.9 $1 ,176 .9 $1 ,098 .0 $ 81.5 $ 68 .9 $ 71-6 
1,308.4 1,398-5 1,044.7 148.2 141.4 102.0 
1,028.0 1,300.6 1,414.1 71.0 100.1 134,8 

Conimercial Products 

Financial Services: 
Finance and relaced insucance 
Ocher insurance 

3,608.3 

1,734.4 

1,036.9 
899.8 

1,936.7 

3,876.0 

1,512.4 

952.1 
814.7 

1,766.8 

3,556.8 

1,131.3 

990.7 
836.8 

1,827-5 

300.7 

177.6 

154.8 
73.7 

228.5 

310-4 

159-5 

169-4 
83-9 

253-3 

308.4 

115.8 

157.6 
65-9 

223-5 

Corporace expenses and oeher — nee 
Inceresc expense - nee 

$7,279.4 $7 ,155 .2 $6 ,515 .6 706.8 723-2 647-7 

(71.1) (73-5) (44-0) 
(202.4) (197-1) (180.1) 

Income trom condnuing operadons before income caxes $433.3 $452.6 $423-6 

Notes: 
(i) Prior years' amounts have heen reclassified and restated to conform 
to the current year's presentation and to comply with new accounting 
requirements, which include classifying finance-related insurance 
revenues and income with the finance business, 
(ii) Revenues by business segment exclude income earned on invest
ments held by the Textron Parent Company Borrowing Group, 
(iii) Income ofthe Finance and related insurance segment is net of 
interest expense. Such incomefor 1987 includes a $52 .3 million pre

tax gain on the sale of AFS ' credit card receivables. 
(iv) Income ofthe Financial Services segments includes net pre-tax 
capital gains of $ 11 million in 1988, $22 million in 1987 a n d 
$31 million tn 1986, principally in the Other insurance segment. 
(v) Corporate expenses for 1986 are net of $20 million of pre-tax 
gains on the sale of securities. 
(vi) Revenues between segments were approximately 1 % of total 
reventies in each year. 
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Aerospace Technology 
The Aerospace Technology seccor reporced revenues of 
$3.6 billion in 1988, which were $267.7 million lower 
chan che 1987 level, and a $9-7 million decline in income 
eo $300-7 million in 1988. The lower revenues and 
income were primarily due eo ehe compledon of che B- IB 
wing program, pardally offsee by a seconger performance 
ae Bell Helicopcer. 

Bell Helicopcer's revenues increased $95.0 million and 
ics income increased by $12.6 million, due largely co che 
scrong sales in ics commercial helicopcer business, offsee in 
pare by increased coses under milicary fixed-price produc
don and developmenC programs, principally ehe Bell-
Boeing $ 1.8 billion V-22 Osprey TileRocor aircraft devel
opmenC program. Alchough Texcron believes chac che 
overall cose escimaces for che V-22 program are reasonable, 
such escimaces remain subjecc eo che uncercaindes inherenc 
in all large scale fixed-price developmenC concraccs-

The Propulsion segmenc's income increased slighdy, 
despice a $90-1 million decline in revenues. A reduced 
level of developmenC coscs on Texcron Lycoming's T800 
engine program (which was compleced in 1988 when ehe 
Lycoming-Praec & "Whicney ceam was noe selecced co con
dnue ehe developmenC effore) and an increased level of 
commercial and customer support operarions were only 
pardally offsee by che effeccs of lower volume and margins 
on U.S. milicary engine business ac Lycoming, which expe
rienced a seven week work scoppage in mid-1988. In addi
don, sales volumes and margins on U.S. milicary business 
ac ocher divisions were lower as well. Lower revenues and 
profics in ehe Syscems segmenc resulced principally from 
che compledon of che B-IB wing program in lace 1987 
and lower sales and higher coses on cercain oeher U.S. mili
cary programs, pardally offsee by improved resulcs on 
commercial programs ac cercain divisions-

Defense expendicures are expecced co grow more slowly 
or decline as a resulc of condnuing pressures co reduce 
federal ouclays. Defense induscry profics also condnue co 
be negaeively impaceed by procuremene trends experienced 
in recenc years, including che efifeces of increased comped-
don, cose sharing and fixed-price developmenC arrange-
mencs requiring significanC concraccor invescmenes, 
increased concraccor financing of cooling and special 
equipmenc, and higher levels of nonrecoverable coses. 
Lower progress paymenc races and slower paymenc of bill
ings submicced for reimbursemene have resulced in gceacer 
invescmenes by concraceors in working capical, wieh an 
aceendanc increase in relaced financing coses. 

Texcron has a divecsified presence in boch commercial 
and governmene aerospace markecs, and is focusing ics 
resources where ic has eechnological oc ocher compedcive 
advaneages, including pardcipadon in major new develop
menC programs, muld-year coneraceing and ceaming 
arrangemencs- Accordingly, resulcs of Texcron's Aerospace 
Technology seccor are noc andcipaced eo decline in 1989 
due CO flac or declining U-S. Governmene spending for 

defense, as possibly lower levels of milicary business are 
andcipaced eo be offsee by improved resulcs of Texcron's 
commercial aerospace business. 

Aerospace Technology revenues of $3-9 billion in 1987 
were $319-2 million over cheir 1986 level, while profics 
increased slighdy co $310.4 million. The slighdy 
improved resulcs were due primarily co che inclusion ofthe 
Ex-Cell-O Propulsion and Syscems divisions for all of 
1987, che benefic of which was offsee by generally lower 
volume of milicary business in ehe Syscems segmenc, 
higher produce developmenC coscs and che subscandal 
phase down of Texcron's managemene services business in 
Saudi Arabia, which produced income of $317 million in 
1986. 

Helicopcer revenues increased in 1987 versus 1986 as a 
resulc of a higher level of effore under ehe fixed-price U.S. 
Governmene eonerace for ehe full-scale developmenC of che 
V-22 Osprey TileRocor aircraft- Resulcs of ehe Propulsion 
segmenc reflecced che addidon of Ex-Cell-O divisions, off-
sec in pare by increased developmenC coses on Texcron 
Lycoming's T800 engine program- Revenues and income 
in che Syscems segmenc were lower in 1987 as compared co 
1986, despice inclusion of an Ex-Cell-O division for che 
encire year, due mainly co che compledon of ehe B-IB 
wing program in ehe fourch quarcer of 1987, generally 
lower levels of milicary business ac ocher divisions and 
favorable eonerace adjuscmencs in 1986 in Texecon's man
agemene services business in Saudi Acabia-

• Capital Expenditures 
19 Depreciation 
(In Millions) 

$30 I $60 I $90 I $120 1 $150 

Commercial Products 
Revenues of $1-7 billion in 1988 were $222.0 million 
over cheir 1987 level. Profics increased $18.1 million co 
$ 177.6 million due eo sales increases in vircually all busi
nesses, ehe benches of which were pardally ofifsee by new 
produce scare-up coses and che efifeces of higher macerial 
coscs. 
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Revenues and profics in 1987 were $1.5 billion and 
$159-5 million, respecdvely, up 34% and 38%, respec
dvely, from 1986. The improved performance resulced 
from che inclusion of che six Commercial Produces Ex-
Cell-O divisions for an encire year in 1987. 

• Capital Expenditures 
E3 Depreciation 
(In Millions) 

1988 

1987 

1986 I 

$15 $30 I $45 $60 I $75 I 

Financial Services 
As a result of the adoption in 1988 ofthe revised Audit and 
Accounting Guide for Audits of Finance Companies, revenues 
and profits of AIS' finance-related insurance business are now 
included with the finance business for business segment reporting 
purposes. 

Revenues of ehe Financial Services seccor rose co $ 1.9 
billion in 1988 while income declined $24.8 million co 
$228-5 million. The decline in income was due co che pre-
cax gain of $52.3 million in 1987 on che sale of AFS' 
credic card receivables and lower capical gains in che insur
ance operacions. Operadons excluding chese icems 
improved principally due co growch in finance receivables, 
lower nee credic losses, and increased revenues and more 
favorable loss experience of che finance-relaeed insurance 
business. 

The Finance and relaced insurance segmenc's revenues 
increased while income decreased $ 14.6 million in 1988 as 
a resulc of ehe inclusion in 1987 resulcs of che gain on che 
sale of credic card receivables, pardally ofifsee by an increase 
in che level of consumer finance receivables oucscanding, 
lower nee credic losses on consumer loans, a decrease in che 
cose of borrowed funds, and che effeccs of required changes 
in accoundng principles for recognizing inceresc income 
and cercain loan originadon coscs (pursuanc co che adop
don of FAS 91 and ehe revised audic guide for finance 
companies), which changes had che effecc of increasing 
pre-cax income by $8.3 million in 1988- In addidon, AIS 
subscandally increased ies finance-relaeed insurance busi
ness in 1988, which business had more favorable claims 
experience as compared eo 1987. 

The Ocher insurance segmenc's revenues increased while 
income decreased $10.2 million in 1988- The Paul Revere 
Insurance Group reporced higher revenues mainly due co 
growch in individual disabilicy and group insurance prod

uces. Income declined, however, due eo a decrease in capi
cal gains from $ 16.2 million in 1987 Co $7.2 million in 
1988 and higher claims relaced to individual disabilicy 
produces, pardally ofifsee by lower claims relaced co group 
insurance pcoduces. AIS' nonfinance-relaeed insurance 
business reporced lower revenues and income in 1988 ver
sus 1987, principally due co lower investmenc income, 
pardally ofifsee by ehe favorable impace of che prior year 
cerminadon of unproficable casualcy business wriceen 
chrough U-S- managing general agencs-

Revenues of che Financial Services seccor in 1987 
declined slighdy from 1986 levels, while income increased 
$29-8 million co $253-3 million. The increase in income 
was due principally co che gain in 1987 on che sale of AFS' 
credic card receivables and che cerminadon of unproficable 
casualcy business wriceen chrough U.S. managing general 
agencs, pardally offsee by lower yields on oucscanding 
receivables and lower capical gains in che insurance opera
cions. Revenues declined principally as a resulc of lower 
average receivables oucscanding due co che sale of AFS' 
credic card business, lower yields on chese receivables and 
che cerminadon of che unproficable casualcy business wric
een chrough U.S. managing general agencs. 

The Finance and relaced insurance segment's revenues 
declined in 1987 compared to 1986 principally as a cesule 
of lower average receivables oucscanding due co ehe sale of 
AFS' credic card business and lower yields, ofifsee in pare 
by higher insurance revenues. Income improved in 1987 as 
a resulc of che $52.3 million pre-cax gain on che sale of che 
credit card receivables and higher insurance income, which 
more chan ofifsee che effecc of lower yields on oucscanding 
receivables and increased operacing expenses in che finance 
business- In addidon, resulcs for 1986 included a pre-cax 
gain of $8.3 million on ehe sale of cercain receivables. 

The Ocher insurance segmenc reporced increased income 
in 1987 vecsus 1986 while revenues declined, as AIS' 
nonfinance-relaeed insurance business reporced signifi
candy improved income on lowec revenues mainly due co 
che cerminadon of unproficable casualty business wriceen 
chrough U.S. managing general agencs. The Paul Revere 
Insurance Group ceporced higher revenues in 1987 versus 

1986 mainly due co growch in individual disabilicy and 
group insurance produces; however, income decreased in 
1987 primarily as a resulc of lower capical gains of $ 16.2 
million as compared eo $25-3 million in 1986. 

• Capital Expenditures 
d Depreciation 
(In Millions) 

19881 
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1986 
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Report of Management 

The consolidaced financial scacemencs of Texcron Inc. 
have been prepared by managemene and have been 
audieed by Texcron's independenc public accouncanes, 
Archur Young & Company, whose reporc appears below. 
Managemene is responsible for che consolidaced financial 
scacemencs, which have been prepared in conformicy 
wieh generally accepeed accoundng principles and 
include amouncs based on managemenc's judgmencs. 

Managemene is also responsible for maincaining 
incernai accoundng concrol syscems designed co provide 
reasonable assurance, ae appropriace cose, chac assecs are 
safeguarded and chae cransacdons are execuced and 
recorded in accordance wich escablished policies and 
procedures. Texcron's syscems are under condnuing 
review and are supporced by, among ocher chings, busi
ness conduce and oeher wriceen guidelines, an incernai 
audic program and che selecdon and craining of quali
fied personnel. 

The Board of Direccocs is responsible for ehe Com
pany's financial and accoundng policies, praceices and 
reporcs. lcs Audic Commiccee, comprised of four oucside 
direccors, meees regularly wich che independenc public 
accouncanes, represeneadves of managemene and ehe 
incernai audicors eo discuss and make inquiries inco 
cheir acdvides. Boch che independenc public accounc
anes and ehe incernai audicors have free access to ehe 
Audic Commiccee, wieh and wichouc managemene rep
reseneadves in accendance. 

B. E Dolan 
Chairman, President and 
Chief Executive Officer 

February 9, 1989 

Dennis G. Liccle 
Executive Vice President and 
Chief Financial Officer 

Report of Independent Public Accountants 

To che Board of Direccors and Shareholders 
Texcron Inc. 

We have audieed che accompanying consolidaced bal
ance sheec of Texcron Inc. ae December 31, 1988 and 
January 2, 1988, and ehe relaced consolidaced stace
mencs of income, cash flows and changes in shareholders' 
equicy for each of che chree years in ehe period ended 
December 31, 1988. These financial scacemencs are ehe 
responsibiliey of ehe Company's managemene. Our 
responsibilicy is co express an opinion on chese financial 
scacemencs based on our audics. 

We conduceed our audics in accordance wich generally 
accepeed audidng scandards. Those scandards require 
chae we plan and perform che audic to obeain ceasonable 
assurance abouc whecher che financial scacemencs are free 
of macerial misscaeemenc. An audic includes examining, 
on a cesc basis, evidence suppordng ehe amouncs and 
disclosures in ehe financial scacemencs. An audic also 
includes assessing ehe accoundng principles used and 
significanC escimaces made by managemene, as well as 
evaluacing ehe overall financial scacemene preseneaeion. 
We believe chac our audics provide a reasonable basis for 
our opinion. 

In our opinion, ehe financial scaeemenes referred to 
above presenc fairly, in all macerial respeces, che consoli
daced financial posicion of Texcron Inc. ac December 31, 
1988 and January 2, 1988 and che resulcs of ics opera
dons and ies cash flows for each of ehe chree years in che 
period ended December 31, 1988 in conformicy wich 
genecally accepeed accoundng pcinciples. 

As described in rhe "Summary of SignificanC 
Accoundng Policies and New Accoundng Require
mencs" included in che financial scacemencs, ehe Com
pany changed ics consolidacion policy for ics finance and 
insurance subsidiaries (as required by Scacemene of 
Financial Accoundng Scandards No. 94) for che year 
ended December 31, 1988; each prior year has been 
rescaced co give reeroaccive effecc co chis change. 

New York, New York 
February 9, 1989 
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Textron Inc. 
Consolidated Statement of Income 

For each of the three years in the period ended December 31,1988 
(In millions except per share amounts) 1988 1987 1986 

Revenues: 
Sales 
Inceresc, discoune and service charges 
Insurance premiums 
Invesemenc income (including nee capical gains) 

$5,342.7 
891.7 
750.8 
300.3 

$5,388.4 
829-3 
655-2 
291-3 

$4,688-1 
877-2 
675.3 
286.4 

Tocal revenues 7,285.5 7,164.2 6,527.0 

Costs and expenses: 
Cose of sales 
Selling and adminiscracive 
Inceresc expense 
Provision for losses on collecdon of finance receivables, less 

recoveries 
Insurance benefies and increase in policy liabilides 
Amordzacion of insurance policy acquisidon coscs 

4,278.7 
1,190.4 

601.9 

85.0 
589.3 
106.9 

4,387.7 
1,037.9 

580-2 

87-7 
528-2 

89-9 

3,768-3 
995-9 
583-8 

96.4 
547.8 
111.2 

Tocal coscs and expenses 6,852.2 6,711.6 6,103-4 

Income from condnuing operacions before income caxes 
Income caxes 

433.3 
161.2 

452.6 
191.5 

423.6 
194.0 

Income firom continuing operations before extraordinary 
losses 

Discondnued operacions, nee of income caxes: 
Income from discondnued operacions 
Gains on sales of discondnued operacions 

Excraordinary lasses, nee of income caxes: 
Arbicraeion concerning former line of business 
Early redempdon of debe 

272.1 

(28.0) 
(9.7) 

261.1 

3.5 
24.3 

(32-6) 

229.6 

8.3 
8.0 

(6.7) 

Net income $ 234.4 

Income per common share: 
Income from continuing operations before extraordinary 

losses 
Discondnued operacions 
Excraordinary losses 

3.10 

(.43) 

$ 256.3 

2.97 
.32 

(-37) 

$ 239-2 

2.78 
.20 

(.08) 

Net income $ 2.67 

See summary of significant accounting policies and notes lo consolidated financial statements. 

$ 2.92 $ 2-90 
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Textron Inc. 
Consolidated Balance Sheet 

(Dollars in millions) 

Assets 
Cash 
Invescmenes 
Receivables - nee: 

Finance 
Commercial and U.S. Governmene 

D e c e m b e r 3 1 , 
1988 

Inveneories 
Propercy, plane and equipmenc — nee 
Unamordzed insurance policy acquisidon coses 
Goodwill (less accumulaced amorcizaeion of $ 129.1 and $91-3) 

Ocher assecs 

Total assets 

Liabilities a n d s h a r e h o l d e r s ' e q u i t y 

Liabilities 
Accouncs payable 
Income caxes (principally deferred) 
Accrued liabilides 
Insurance reserves and claims 
Debe: 

Texcron Parenc Company Borrowing Group 
Finance and insurance subsidiaries 

Total l iabil i t ies 

Sha reho lde r s ' e q u i t y 
Capical scock: 

Preferred scock (15 ,000,000 shares auchorized): 
$2-08 Cumuladve Converdble Preferred Scock, Series A (liquidadon value 

$32-5) 
$ 1.40 Converdble Preferred Dividend Seock, Series B (preferred only as co 

dividends) 
Common scock, 12-5(^ par value (250 ,000 ,000 shares auchorized; 

90 ,3 12,000 and 90,05 1,000 shares issued) 
Capical surplus 
Recained earnings 
Oeher 

Less cose of creasucy shares 

Total s h a r e h o l d e r s ' equ i ty 

Total l iabil i t ies a n d s h a r e h o l d e r s ' e q u i t y 

See sumtnary of significant accounting policies and notes to consolidated financial statements. 

16.0 
2,879.4 

4,631.5 
796.7 

5,428.2 
1,231.7 

960.3 
443.1 

1,116.4 
479.0 

512,554.1 

516.6 
313.8 

1,126.6 
2,344.4 

1,788.6 
4,079.2 

5,867.8 

10,169.2 

15.3 

8.4 

11.3 
626.3 

1,819.4 
40.3 

2,521.0 
136.1 

2,384.9 

$12,554.1 

January 2, 
1988 

42 .5 
2 ,568 .0 

4 ,010 .8 
760 .8 

4 ,771 .6 
1,210.4 

888 .4 
378.7 

1,150-2 
447-7 

$11 ,457 .5 

456 .7 
291.4 

1,236.7 
2 ,104 .5 

1,489.7 

3 ,571.3 

5 ,061.0 

9 ,150 .3 

17.6 

8.7 

11.2 

624-0 
1,672-1 

5.1 

2 ,338.7 
31.5 

2,307.2 

Sl l , 457 .5 

Textron Inc. 
Consolidated Statement of Cash Flows 

For each ofthe three years in the period ended December 31, 1988 
(In millions) 1988 

$ 234.4 
Cash flows from operating activities: 
Net income 
Adjuscmencs to reconcile nee income co nee cash provided by operadng acdvides; 

Depreciadon and amortization 
Provision for losses on receivables 
Deferred income caxes 
Increase in insurance policy liabilides 
Amorcizaeion of insurance policy acquisidon coscs 
Concribudons of common seock to employee benefic plans 
Gains on sales of invescmenes 
Gain on sale of credic card receivables 
Gains on sales of discondnued operacions 
Losses on early redempcion of debe 

Changes in assecs and liabilides excluding chose relaced co acquisidons and 
divesdeures of businesses: 

Increase in commercial and U.S. Governmene receivables 
Increase in inveneories 
Addidons co insurance policy acquisidon coscs 
Decrease (inccease) in ocher assecs 
Increase (decrease) in accouncs payable 
Increase (decrease) in income caxes payable 
Increase (decrease) in accrued liabilides 
Increase (decrease) in unearned insurance premiums and reserves for 

insurance losses and adjusemene expenses 
Ocher - nee 

1987 

Net cash provided by operadng activides 

Cash flows from investing activities: 
Purchases of invescmenes 
Proceeds from sales of invescmenes 
Finance receivables originaeed or purchased 
Finance receivables repaid or sold 
Collecdons on noces receivable 
Capital expendicures 
Proceeds from sales of propercy, plant and equipmenc 
Proceeds from sales of discondnued operacions 
Cash used in acquisidon of Ex-Cell-O 

Nee cash used by inveseing acdvides 

Cash flows from financing activities: 
Increase (decrease) in shore-term debe 
Proceeds from issuance of long-eerm debe 
Principal paymencs on long-eerm debe 
Receipes from inceresc sensitive insurance produces 
Reeurn of accounc balances on inceresc sensicive insurance produces 
Sale of common scock 
Pucchases of common seock 
Dividends paid 

Nee cash provided (used) by financing acdvides 
Effecc of exchange race changes on cash 

Net increase (decrease) in cash 
Cash ae beginning of year 

Cash ac end of year 

See summary of significant accounting policies and notes to consolidated financial statements. 

602.5 803-9 

(840.1) 
539.6 

(3,232.9) 
2,490.2 

11.0 
(217.8) 

12.4 
34.8 

(1,003-4) 
814.0 

(2,684.4) 
2,694.1 

46.5 
(229.6) 

44.2 
293.0 

(1,202.8) 

112.2 
1,324.1 
(687.4) 

95.6 
(79.2) 

(105.5) 
(87.1) 

(2 

167.7 
973.7 

,101.7) 
92.9 

(73-3) 
195.6 
(12.1) 
(87.0) 

572.7 
1.1 

(844.2) 
1.0 

(26.5) 
42.5 

(64.9) 
107.4 

$ 16.0 

1986 

256.3 $ 239.2 

204.7 
110.5 

28.7 
206.8 
106.9 

-
(11.0) 

-
-

15.6 

(59.9) 
(21.3) 

(171.3) 
(53.7) 
82.6 

(21.8) 
(71.5) 

12.9 
9.9 

202.9 
113.4 
61.6 

183.1 
89.9 
64.4 

(18.1) 
(52.3) 
(51.5) 
56.1 

(60.6) 
(8.3) 

(142.6) 
31.1 
36.7 
12.0 
59.6 

(16.7) 
(13.1) 

154.4 
121.3 
104.1 
161.9 
111.2 

19.4 
(49.2) 

— 
(66.4) 

13.1 

(85.7) 
(33-2) 

(157.3) 
(43.5) 
(42.6) 
16.3 

145.7 

30.7 
9.8 

649.2 

(1,002.0) 
806.3 

(2,436.6) 
2,352.3 

40.3 
(208.7) 

32.0 
454.6 

(999.9) 

(25.6) (961.7) 

(294.7) 
1,976.8 

(1,282.3) 
100.1 
(98.5) 

(74.0) 

327.4 
(1-5) 

13-4 
94.0 

42.5 $ 107.4 
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Textron Inc. 
Consolidated Statement of Changes in Shareholders ' Equity 

For each ofthe three years 
in the period ended December 31, 1988 
(Dollars in millions: shares in thousands) 

Balance 
December 28 , 1985 

Conversion of preferred seock 
Exercise of opdons 
Concribudons of common seock eo employee benefic plan 
Currency cransladon adjusemene** 
Markecable equicy securicies valuadon adjusemene 
Nee income 
Dividends: 

Preferred seock 
Common seock ($.90 per share) 

Capital stock 

Preferred 

$2.08 

$31.0 
(4-7) 

$1.40 

$10.0 
(.7) 

Common 

$10.1 
.1 

Capital 
surplus 

$355.5 
5.3 
1.3 

10.4 

Balance 
January 3, 1987 

Conversion of preferred seock 
Sale of common scock in a public offering 
Purchases of common seock 
Exercise of opdons 
Concribudons of common scock eo employee benefic plans 
Currency cransladon adjusemene** 
Markecable equicy securicies valuadon adjusemene 
Nee income 
Dividends: 

Preferred seock 
Common scock ($.975 per share) 

26.3 
(8-7) 

Balance 
January 2, 1988 

Conversion of preferred scock 
Purchases of common seock 
Exercise of options 
Currency cransladon adjusemene 
Markecable equicy securicies valuadon adjusemene 
Nee income 
Dividends: 

Preferred seock 
Common scock ($ 1.00 per share) 

Balance 
December 3 1 , 1988 

17.6 

(2-3) 

$15-3 

9-3 
(-6) 

8.7 
(-3) 

$ 8.4 

10.2 
.1 

11.2 
.1 

; i i , 3 

372,5 
9-2 

194.8 

1.5 
46 .0 

624 .0 
2.5 

(-2) 

$626.3 

* Shares issued at end of 1985, 1986, 1987 and 1988 were as 
follows (in thousands): $2.08 Preferred- 1,310; 1,113; 746 and 
650 shares, respectively; $1.40 Preferred - 846; 788; 734 and 
707 shares, respectively; Common - 81,108; 81,646; 90,051 and 
90,312 shares, respectively. Treasury shares at the end of 1985, 

1986, 1987 and 1988 were as follows (in thousands): $2.08 
Preferred- 69 shares at all such dates; $1.40 Preferred-487 
shares at all such dates; Common - 2,962; 1,974; 949 and 5,356 
shares, respectively. 
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239-2 

25.2 

earnings 

$1,337.6 

Currency 
translation 
adjustment 

$(61.8) 

Marketable 
equity securities 

valuation 
adjustment 

$2-7 

Cost of 
treasury 

shares 

$ 51-8 

(2-9) 
(9-0) 

Shares outstanding* 

Preferred 

$2.08 

1,241 
(197) 

$1.40 

359 
(58) 

Common 

78,146 
538 
300 
688 

(-1) 

(2-8) 
(71-2) 

1,502-8 

256-3 

(36.6) 

41 .4 

2.6 

(2-3) 

39-9 
-
-

12-1 
(2-2) 

(18-3) 

1,044 
(367) 

-
-
-
-

301 
(54) 

-
— 
-
— 

79,672 
904 

6,900 
(557) 
218 

1,965 

(2.0) 
(85-0) 

1,672.1 4 .8 

34.8 

31.5 
-

105.5 
(.9) 

677 
(96) 

-
-

247 
(27) 

-
-

89,102 
260 

(4,443) 
37 

234-4 

(1-6) 
(85-5) 

$1,819-4 $ 39.6 $ -7 

** Includes reduction in currency translation adjustment related to sales 
of discontinued operations: $31.1 million in 1986; $4.7 million in 
1987. 

***Common shares outstanding assuming full conversion ofoutstand-

$136 .1 581 220 84,956* 

ing preferred stock and exercise of stock options were 86,816 at 
December 31, 1988. 

See summary of significant accounting policies and notes to consoli
dated financial statements. 
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Textron Inc. ^ . „ . .̂  
Summary of Significant Accounting Policies and New Accountmg Requn-ements 

Significant Accounting Policies 

Principles of consolidation 
The consolidaced financial scaeemenes include che 
accouncs of Texecon and all of ics majoricy-owned subsid
iaries (see New Accoundng Requiremencs secdon on 
page 48). All significane ineercompany cransacdons are 
eliminaeed- See Noce 18 for financial informacion for 
Texcron's Cwo bocrowing groups — rhe Texcron Parenc 
Company Borrowing Group (comprised of all endties of 
Texecon ocher chan ies finance and insurance subsid
iaries) and Texcron's finance and insurance subsidiaries. 

Finance subsidiaries 
Inceresc income from finance receivables is recognized in 
revenues using che inceresc mechod for commercial 
loans, and for consumer loans wriceen in 1988. Accrual 
of inceresc income on finance ceceivables is generally 
suspended for accouncs which are more chan chree pay
mencs coneraccually delinquenc- SubsequenC inceresc 
income on chese accouncs is generally recognized as and 
CO ehe excenc collecced- For all loans wriceen in 1988, 
direcc loan originadon coscs and fees are deferred and 
subsequendy recognized as an adjusemene eo yield over 
ehe concraccual lives of ehe respecdve loans. Unamor
dzed amouncs are recognized in income ae ehe cime chae 
loans are sold or paid in full (see New Accoundng 
Requiremencs secdon on page 48). 

Foe consumer loans wriceen prior co 1988, unearned 
charges (chac is, che pordon of ehe finance charge or 
discoune included in che original face amounc of che 
relaced receivable chac is decermined eo be unearned ac 
che balance sheec dace) are recognized in revenues on che 
accrual basis beginning in ehe moneh following acquisi
don using (a) ehe Rule of 78s for loans wieh coneractual 
cerms of 84 monchs or less and (b) che accuarial mechod 
for loans wieh concraccual cecms ovec 84 monchs. When 
charges are noc included in che original face amounc of 
ehe loan, such charges are recognized in revenues as 
collecced. Prior eo 1988, dicece loan originadon coscs 
relaced co consumer loans were expensed as incurred; 
for commercial loans (including leases), a pordon of 
unearned income (including loan originadon fees) was 
recognized in income co offsee direcc loan originadon 
coscs. 

Finance receivables ace wciccen off when chey are 
deemed uncollecdble, bue in any evenc consumer, resi-
deneial eeal eseaee and recall inscallmene accouncs for 
which no paymene has been received for eighc consecu
dve monchs ace wciccen off. Provisions for losses on 
finance receivables are charged eo income in such 
amouncs as managemene believes eo be adequace. 

The nee invesemenc in finance leases consises of che 
sum of all minimum lease paymencs and esdmaced 
residual values, less unearned income. The invesemenc 
in leveraged leases consises of ehe sum of all lease pay
mencs (less ehe pordon applicable eo principal and incer
esc on non-cecourse debe) plus esdmaced residual values, 
less unearned income. Unearned income and invesemenc 
cax credics are included in income over the cerms of ehe 
relaced leases eo produce a conseanc race of reeurn on ehe 
nee invesemenc. 

Insurance subsidiaries 
Credit Life, Credit Disability and Casualty Insurance 
Unearned insurance premiums are caken inco income 
ovec che life of ehe policies (a) on che accuarial mechod 
for decreasing cerm credic life insurance coverage and on 
che pro raca mechod for level cerm credic life coverage, 
(b) in relacion eo andcipaced claims for credit disabilicy 
insucance and (c) on ehe pro raca mechod for casualcy 
insurance. The costs of acquiring new business (princi
pally commissions and premium caxes) are deferred and 
subsequendy amordzed in ehe same manner as che 
relaced premiums are caken inco income. 

Non-cancellable Disability Income, Life and Group Insurance 
and Investment Products 
Non-cancellable disabilicy income insurance premiums 
ace recognized in income when received; non-incerese 
sensicive life and group insurance premiums are recog
nized in income when due. 

Cercain coscs relaced direcdy co acquiring new non-
cancellable disabilicy income and non-incerese sensicive 
life business (principally commissions and selling, selec
don and policy issue expenses) are deferred and subse
quendy amordzed over ehe policies' premium paying 
peciods in che propordon thac annual premium cevenues 
bear eo cocal andcipaced premium revenues. Amorciza
eion schedules ace based on inceresc and wichdcawal 
assumpdons consiseenc wieh chose used co compuee lia
bilides for fucure policy benefies. 

Liabilides for fueuce policy benefies are compueed by 
che nee level premium mechod based upon esdmaced 
fucure invesemenc yield and Texcron's expecience on 
morcalicy, morbidicy, wichdrawals and ocher assump
dons which were appropriace ac che dme ehe policies 
were issued. 
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Revenues for invesemenc produces (primarily invese
menc annuides) and inceresc sensicive life produces con-
sisc of policy charges for che cose of insurance, policy 
adminiscradon and surrenders chac are assessed againsc 
policy accounc balances. Earnings on policyholders' 
funds are included in invesemenc income. Benefic 
reserves represenc policy accounc balances. Expenses 
consisc of benefic claims in excess of policy accounc bal
ances and inceresc credieed eo policy accounc balances. 
The coscs of acquiring new business (principally com
missions and selling, selecdon and policy issue expenses) 
are deferred and subsequendy amordzed over ehe life of 
ehe policies in ehe propordon chac che presenc value of 
expecced gross profics each year bears co che cocal presenc 
value of expecced gross profics. 

Investments 
Invescmenes in markecable equicy securicies are carried 
ae cheir aggregace markee value. Invescmenes in bonds 
and noces are carded ae cheir amordzed cose. Unrealized 
gains and losses, nee of applicable income caxes, resulc
ing from fluceuadons in che aggeegace marker value of 
markecable equicy securicies are reflecced as an adjuse
mene CO shareholders' equicy. Nee realized gains or losses 
resuldng from sales of invescmenes or from declines in 
markee values of invescmenes chac are ocher chan cempo-
rary are included in income. See Noce 3 for furcher 
informacion abouc invescmenes. 

Inventories 
Inveneories are carried ac che lower of cose or marker. 
See Noce 6 for furcher informacion abouc invencoeies. 

Long-term contracts and programs 
Sales under fixed-price concraecs and programs are gen
erally recorded as deliveries are made. Sales under cose 
reimbursemene-cype concraecs are recorded as coscs are 
incurred and fees are earned- Profics expecced co be real
ized on long-cerm concraecs and programs are based on 
escimaces of coeal sales value and cose ae compledon, 
which escimaces are reviewed and revised periodically 
chroughouc ehe lives of ehe concraecs and programs. 
Adjuscmencs co profics resulcing from such revisions are 
recorded in che accoundng period in which ehe revisions 
are made. Escimaced losses on concraecs and programs 
are recorded when idendfied. See Noces 5 and 6 for 
furcher informacion abouc receivables and inveneories 
relaced co long-eerm concraecs and programs-

Property, plant and equipment 
The cose of propercy, plane and equipmenc is being 
depreciaeed based on che escimaced useful lives of ehe 
assecs. See Noce 7 for furcher informacion abouc prop
ercy, plane and equipmenc. 

Goodwill 
Goodwill relaced eo Texecon's manufaccuring operadons 
is being amordzed on che seraighc-line mechod princi
pally over 40 years. Goodwill relaced eo Texcron's 
finance and insurance subsidiaries is being amordzed on 
che seraighc-line mechod over 25 years. 

Income per common share 
Income per common share is based on average common 
shares oucscanding during each year assuming full con
version of oucscanding pceferred scock and exercise of 
scock opdons. Such average shares were 87,910,000 in 
1988; 87,733,000 in 1987; and 82,564,000 in 1986. 

Translation of foreign currencies and foreign 
exchange transactions 
Adjuscmencs resuldng from ehe cransladon of che finan
cial scacemencs of mosc of Texcron's foreign operadons 
are excluded from che decerminacion of ics income and 
accumulaced in a separace componene of shareholders' 
equicy undl che endcy is sold or subscandally liqui-
daced. Foreign exchange gains and losses included in 
income from condnuing operacions in 1988, 1987 and 
1986 were noc macerial. 

Research and development 
Company funded research and developmenC expendi
cures are charged co expense as incurred. See Noce 12 for 
furcher informacion abouc research and developmenC. 

Pension and other postemployment benefits 
See Noce 13 for informadon abouc Texcron's accoundng 
policies for pension and oeher poscemploymenc benefics. 

Income taxes 
Income cax expense is calculaced based on income before 
income caxes per che consolidaced financial scacemencs-
Such expense differs from caxes currendy payable 
because of dming differences in chac cercain income and 
expense icems are reporced in Texcron's consolidaced 
scacemene of income in years differene from chose in 
which chey are reporced in Texcron's income cax recurns-
Invescmene cax credics are accouneed for under ehe defer
ral mechod for leasing opecadons. See Noce 14 for fur
cher informadon abouc income caxes. 
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T 
New Accounting Requirements 

FAS 91 — Accounting for Nonrefundable Fees and 
Costs Associated with Originating or Acquiring 
Loans and Initial Direct Costs of Leases 

Audit and Accounting Guide — Audits of Finance 
Companies 
In 1988, Texcron's finance subsidiaries adopeed on a 
prospecdve basis (a) Scacemene of Financial Accoundng 
Scandards No. 91 , "Accoundng for Nonrefundable Fees 
and Coscs Associaced wieh Originadng oc Acquiring 
Loans and Inidal Direct Coscs of Leases," which 
changed ehe accoundng for cercain direcc loan origina
don coscs and fees, and (b) che revised Audic and 
Accoundng Guide foe Audics of Finance Companies, 
which, among ocher chings, requires che use of che 
inceresc mechod for recognizing inceresc income and ehe 
classificadon of finance-relaeed insurance wieh ehe 
finance business for business segmenc reporcing pur
poses. The effecc of chese changes in accoundng princi
ples on che resulcs of Texcron's operacions for che year 
ended December 31, 1988 was co increase nee income by 
approximacely $4.5 million ($.05 per share). 

FAS 94 — Consolidation of All Majority-owned 
Subsidiaries 
In 1988, Texcron adopeed Scacemene of Financial 
Accoundng Scandards No. 94, "Consolidacion of All 
Majoricy-owned Subsidiaries," which requires Texcron 
CO consolidaee ehe accouncs of ics finance and insurance 
subsidiaries in ies consolidaced financial scacemencs. 
Pdor periods' financial scacemencs have been rescaced Co 
conform eo chis preseneaeion. 

FAS 95 — Statement of Cash Flows 
In 1988, Texcron adopeed Scacemene of Financial 
Accoundng Scandards No. 95, "Scacemene of Cash 
Flows," which requires Texcron eo present a scacemene of 
cash flows inseead of a scacemene of changes in financial 
posicion. Prior periods' financial scacemencs have been 
rescaced co conform co chis preseneaeion. 

FAS 96 — Accounting for Income Taxes 
In December 1987, ehe Financial Accoundng Scandards 
Board issued Scacemene of Financial Accoundng Scan
dards No. 96, "Accoundng for Income Taxes" (FAS 96), 
which is required eo be implemenced by Texcron by ehe 
beginning of 1990. 

When implemenced, FAS 96 will require Texcron eo 
modify ies income cax accoundng so chac deferred caxes 
are scaced ac prevailing cax rates. In addidon, FAS 96 
will eseablish more reseciceive criceria for rhe recogni
cion of defecred cax assecs and will significandy modify 
ehe cax accoundng in purchase business combinadons. 

Texcron is currendy scudying che impace of FAS 96 
on ies consolidaced financial scaeemenes. Alchough ehe 
scudy is noe yee complece, adopdon of chis scacemene 
could possibly reduce shareholders' equicy by an amounc 
up eo $ 150 million, which is relaced principally co che 
cax accoundng for purchase business combinadons 
(including a reducdon of relaced deferred cax assecs, 
which upon realizadon would reduce income cax 
expense). 

FAS 97 — Accounting and Reporting by Insurance 
Enterprises for Certain Long-Duration Contracts and 
for Realized Gains and Losses from the Sale of 
Investments 
In 1988, Texcron adopeed Scacemene of Financial 
Accoundng Scandards No. 97, "Accoundng and 
Repordng by Insurance Eneerprises for Cercain Long-
Duraeion Concraecs and for Realized Gains and Losses 
from ehe Sale of Invescmenes" (FAS 97), which changed 
ehe accoundng for Texcron's inceresc sensicive life and 
invesemenc produces. As a result of adopeing FAS 97, 
premiums and invesemenc annuicy paymencs relaced co 
such produces are no longer reporced as revenues, and 
benefic reserves and gross benefic claims incurred are no 
longec reporced as expenses. Inseead, revenues consisc 
only of policy charges for che cose of insurance, policy 
adminiscradon and surrenders assessed during che 
period, and expenses include only inceresc credieed eo 
policy accounc balances and benefic claims incurred in 
excess of policy accounc balances. Pcior peciods' reve
nues and expenses have been rescaced co conform eo chis 
preseneaeion. 

Textron Inc. 
Notes to Consolidated Financial Statements 

1. Acquisitions 

In early 1989, Texcron acquired concrol of Avdel pic, a 
faseener manufaccuring business based in England, ehe 
coeal cose of which will approximace $250 million. 
Avdel had nee assecs wich hiscorical book value of 
approximacely $40 million ac Decembee 31, 1988 and 
sales of approximacely $ 145 million for che year chen 
ended. On February 22, 1989 ehe U.S. Federal Trade 
Commission (FTC) obcained a cemporary rescraining 
order prohibidng Texcron from exercising concrol over 
Avdel for che purpose of maincaining che scacus quo 
while che FTC considers whecher ehe acquisidon of 
Avdel rescdcescompeddon in violadon of U-S- andcrusc 
laws- Texcron incends co defend ies acquisidon-

Under an Agreemene and Plan of Merger eneered inco 
in Auguse 1986, Texcron acquired for cash over 93% of 
ehe oucscanding common scock of Ex-Cell-O Corpora
cion as of Sepcember 17, 1986 and ehe balance by scaeu
cory merger on Sepcember 30, 1986- Texcron has 
accouneed foe che acquisidon of Ex-Cell-O as a purchase 
and, accordingly, Ex-Cell-O's resulcs of operacions are 
included in Texcron's financial scacemencs from Sepcem
ber 17, 1986. Texcron has allocaced ics purchase price 
(approximacely $ 1 billion) co ehe underlying assecs and 
liabilides of Ex-Cell-O based on cheir respecdve fair 
values — approximacely $1.4 billion and $.4 billion, 
respeccively. The excess ($634.9 million) of Texcron's 
purchase price over che fair values of Ex-Cell-O's nee 
cangible assecs is being amordzed over 40 years. 

Presenced below is a condensed unaudiced scacemene 
of income which combines on a pro forma basis che 
scacemene of income of Texcron for ics 1986 fiscal year 
(ended January 3, 1987, which included Ex-Cell-O's 
resulcs from Sepcember 17, 1986) and Ex-Cell-O for 
che period January 1, 1986 eo Sepcember 16, 1986. The 
pro forma scacemene of income has been prepared as if 
Texcron's acquisidon of Ex-Cell-O had occurred ac che 
beginning of 1986. The pro forma resulcs are noe neces
sarily indicaeive of whae would have occurred had ehe 
acquisidon been consummaeed ac chac cime. 

(In millions except per share amounts) 1986 

Revenues 
Coscs and expenses 

$7,193.5 
6,795-6 

Income from condnuing operacions before 
income caxes 

Income caxes 
397.9 
185.2 

Income from condnuing operadons 

Nee income 

$ 212-7 

$ 225-7 

Income per common share: 
Income from condnuing operacions $ 2.58 

2. Discontinued Operations 

Discondnued operadons (principally in ehe Commercial 
Produces segmenc) had aggregace sales of $ 126 million, 
$360 million and $605 million in 1988, 1987 and 1986, 
respecdvely. Operacing resulcs of unics sold are reporced as 
discondnued operacions in Texcron's consolidaced scace
mene of income. 

3. Investments 

(In millions) 

Commeccial paper, ac cose 
(appeoximaees markee) 

Bonds, ae amocdzed cose 
(escimaced marker: 
$2,272.6 and $2,048.3) 

Markecable equicy securi
cies, ac markee (cose: 
$36,9 and $34.3) 

Firsc moregages on real 
eseaee, ae cose 

Policy loans and ocher 
invescmenes, ac cose 

December 31, 
1988 

$ 185.8 

2,276.7 

38.6 

277.2 

101.1 

$2,879.4 

January 2, 
1988 

$ 119.6 

2,046.4 

35.4 

289.7 

76.9 

$2,568.0 

Approximacely 83% of invesemenc income in 1988 and 
80% in 1987 and 1986 was aecdbueable co inceresc on 
commercial paper and bonds and 11% of invesemenc 
income in 1988 and 13% in 1987 and 1986 was aecdbue
able eo income derived from firsc moregages on real eseaee. 

Invescmenes in bonds are generally held undl macudcy. 
Nee unrealized depreciadon of bond markee values during 
1988 and 1987 was $6.0 million and $125.5 million, 
respeccively, and nee unrealized appreciadon of bond mar
kee values during 1986 was $28.2 million. 

Nee realized gains and losses afcer income caxes resulc
ing from sales of markecable equicy securicies were noe 
macerial in 1988, 1987 and 1986. The cose of securicies 
sold was decermined primarily on ehe specific idendfica
don mechod. 

Nee income 2.73 
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4. F i n a n c e R e c e i v a b l e s 

The maximum cerm over which consumer loans and 
recall inscallmene contraces are wriceen is 10 years, buc 
approximacely 9 0 % of chese loans are wriceen wieh 
cerms of four years or less. Real eseaee loans are wriceen 
wieh a maximum cerm of 15 years. Commercial inscall
mene loans have inidal periods generally ranging from 
one eo cen years. Finance leases have inieial cerms wric
een generally up co 12 years. 

In 1987, AFS sold ics credic card receivables ($325 
million), resulcing in an afeer-eax profic of $34.4 mil
lion ($.39 per Texcron share). 

Concraceual macurides of finance receivables ouc
scanding ac December 3 1 , 1988 and tocal finance receiv
ables oucscanding ac December 3 1 , 1988 and January 2, 
1988 were as follows: 

Cont rac tua l ma tu r i t i e s 

(In millions) 1989 1990 After 1990 

Less 
f inance 
cha rges 

F inance receivables 
o u t s t a n d i n g 

1988 1987 

Consumer 
Real eseaee 
Recall inscallmene 
Commercial inscallmene 
Finance leases 
Leveraged leases 
Oeher 

; 1,094,1 
379.0 
313.3 
142,2 
181,6 

197,4 

755. 
297. 
130. 
123. 
160. 

2. 

90.0 

; 603.5 
1,864.8 

136.8 
242.0 
360.9 
291.3 

52.1 

I 547.5 
1,171.2 

119.5 
76,7 

162.1 
150.8 
193.2 

$1,905.2 
1,370.1 

460.7 
430.6 
540.9 
142.7 
146.3 

$1,677-0 
1,075.2 

389-3 
407-5 
549-4 
121.1 
109.1 

$2,307.6 $1,558.5 $3,551.4 $2,421.0 4,996.5 4 ,328 .6 

Less allowance for credic losses 
Less finance-relaeed insurance 

reserves and claims 

168.8 

196.2 

146.4 

171-4 

$4,631.5 $4 ,010-8 

Accouncs are ofcen repaid or refinanced prior co con
craccual macurity. Accordingly, che foregoing cabula-
don should noc be regarded as a forecase of fucure cash 
collecdons. During 1988 and 1987, cash collecdons of 
receivables (excluding finance charges) were $2.4 billion 
and $2 .3 billion, respecdvely. The racio of cash collec
dons CO average nee receivables was approximacely 5 5 % 
and 54%, respecdvely. 

5. L o n g - t e r m C o n t r a c t Rece ivab l e s 

Long-eerm eonerace receivables ae December 3 1 , 1988 
and January 2, 1988 aggregaced $272.8 million and 
$258.2 million, respeccively, including $147.2 million 
and $ 113.6 million, respecdvely, of unbilled coses and 
accrued profics on long-eecm conecaces for which the 
concraccual criceria for billing had noe yee been mec. 
There are no significane amouncs included in receivables 
which represenc balances billed buc unpaid under con-
trace recainage provisions or significane amouncs subjecc 
eo uncercaincy. 
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6. I n v e n t o r i e s 

(In millions) 
D e c e m b e r 31 , 

1988 
January 2, 

1988 
Finished goods 
Work in process 
Raw macerials 

$ 214.5 
1,217.5 

174.0 

Less progress paymencs 
1,606.0 

374.3 

I 218.5 
1,249.1 

160.8 

1,628.4 
418 .0 

^1,231.7 $1 ,210 .4 

Inveneories aggregadng $615 million ac December 3 1 , 
1988 and $669 million ac January 2, 1988 were valued 
by che lasc-in, firse-oue (LIFO) mechod. (Had such LIFO 
inveneories been valued ae currenc coscs, cheir carrying 
values would have been approximacely $88 million and 
$63 million higher ae chose respective dates.) The 
remaining inveneories, ocher chan chose relaced co cer
cain long-eerm contracts and programs, are valued gen
erally by che firsc-in, firse-oue mechod. 

Inveneories relaeing co long-eerm concraecs and pro
grams, nee of progress paymencs, were $544 million ae 
December 3 1 , 1988 and $535 million ac January 2, 
1988, including unamordzed inirial tooling and 
ocher non-recurring coses, direcc producdon coscs and 
manufaccuring overhead- As co governmene concraecs, 
invencory coscs also generally include general and 
adminiscracive expenses ($52 million ac December 3 1 , 
1988; $55 million ae January 2, 1988). Coscs accribuced 
CO unies delivered are based generally upon che esci
maced average cose per unic ac eonerace or program 
compledon. 

7. Proper ty , Plant a n d E q u i p m e n t 

(In millions) 
D e c e m b e r 3 1 , 

1988 
January 2, 

1988 
Ac cose: 

Land and buildings $ 441.9 $ 412 .1 
Machinery and equipmenc 1,387.7 1,192.4 

1,829.6 1,604-5 
Less accumulaced depreciadon 869.3 716.1 

$ 960.3 $ 

Depreciadon applicable co condnuing operacions 
amounced co $ I65 million in 1988, $153 million in 
1987 and $ 115 million in 1986, including depreciadon 
using acceleraeed mechods of $64 million, $59 million 
and $52 million, respeccively. 

8. I n s u r a n c e R e s e r v e s a n d C la ims 

(In millions) 
D e c e m b e r 31 , 

1988 
January 2, 

1988 
Fucure policy benefies and 

claim liabilides 
Premium deposics and 

purchase paymene funds 
Unearned insurance 

premiums 
Losses and adjusemene 

expenses 

$1,259.7 

922.9 

88.4 

73.4 

$2,344.4 

$1,085.0 

854.3 

85-6 

79-6 

$2,104.5 

Ac December 3 1 , 1988 and January 2, 1988, ehe liabil
ity for fucure policy benefies and claim liabilides 
included 6 5 % and 6 3 % for individual non-cancellable 
disabilicy income, 20% and 2 3 % for individual life, 
12% and 12% for group produces and 3 % and 2 % for 
individual invesemenc pcoduces, respeccively. 

9. D e b t a n d C r e d i t Faci l i t ies 

The Texcron Parenc Company Borrowing Group (com-
pnsed of all endties of Texcron oeher chan its finance 
and insurance subsidiaries) and Texcron's finance and 
insurance subsidiaries are independenc borrowers, and, 
accordingly, cheir debe is supporced by cheir own 
respecdve assecs. 
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Ae December 3 1 , 1988 and January 2, 1988, consoli
daced debe consisced of ehe following: 

(In millions) 
D e c e m b e r 31 , 

1988 

Tocal senior 

Subord ina ted : 
11-75% Subordinaeed Noces due 1995 
9-25% - 9 - 5 % Subordinaeed Debencures; due 2016 co 2017 

Tocal subordinaeed 

Tocal Texcron Parenc Company Borrowing Group 

F i n a n c e a n d i n s u r a n c e s u b s i d i a r i e s : 
Senior: 
Bank loans and commercial paper** 
6 .94% - 7 . 7 5 % ; due 1989 co 1997 
8 . 1 2 5 % - 9 . 9 3 8 % ; due 1989 co 1999 
10% - 11-875%; due 1989 co 1995 
12% - 13-925%; due 1989 co 1994 
14% - 15.794%; due 1989 eo 1993 
Variable race notes due 1991 co 1995 
Commercial paper supporced by revolving credic agreemencs expiring in 1991 

(average r a c e - 9 - 2 % ) 

Tocal senior 

Senior s u b o r d i n a t e d : 
8 .875%; due 1991 co 1996 
9 .375% - 12-75%; due 1993 eo 1994 
Subordinated bonds due 1996 (effecdve yield 11-6%) 

Tocal senior subordinaeed 

J u n i o r s u b o r d i n a t e d : 
Zero coupon noces due 1990 (effecdve yield 13-62%) 

Tocal finance and insurance subsidiaries 

Tocal debe 

1,411.5 

81.9 
295.2 

377.1 

1,788.6 

425.0 

3,747.0 

103.9 
80.2 
31.3 

215.4 

116.8 

4,079.2 

$5,867.8 

January 2, 
1988 

T e x t r o n P a r e n t C o m p a n y B o r r o w i n g G r o u p : 

Senior: 
Borrowings under or supporced by credic facilides* $ 741.6 
10.75% - 1 1 % Noces; due 1995 co 1998 116.0 
7 - 5 % - 9 - 2 5 % Debencures; due 1997 eo 2016 165.5 
Medium-Term Noces, Series A and B; due 1989 co 1997 (average rate - 9.6%) 312.4 
Ocher noces (average race - 8-9%) 76.0 

364.0 
177.3 
169-2 
282.4 

52.4 

1,045.3 

149-4 
295-0 

444.4 

1,489-7 

935.3 
69.1 

876.3 
819.4 
376.6 
185.3 
60.0 

800-1 
97.8 

751-4 
731-2 
397.3 

78.7 
60.0 

325-0 

3,241.5 

108.9 
87.2 

31-3 

227.4 

102-4 

3 ,571 .3 

$5 ,061 .0 

*The weighted average interest rates on these borrowings at December 
31, 1988, January 2, 1988 and January 3, 1987 were9.6%, 
7.6% and 6.2%, respectively, and the weighted average tnterest 
rates for the years 1988, 1987 and 1986 were 7.9%. 6.7% and 
6.9%, respectively. 

**The weighted average interest rates on these borrowings at December 
31, 1988, January 2, 1988 and January 3. 1987 were 10.3%,. 
8.3% and 7.8%, respectively, and the weighted average inleresl 
rates for the years 1988, 1987 and 1986 were 8.5%, 7.7%> and 
7.9%, respectively. 
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Required paymencs and sinking fund requiremencs 
during che nexe five years on debe oucscanding ae 
December 3 1 , 1988 (excluding shorc-cerm bank loans 

(In millions) 1989 

Texcron Parenc Company Borrowing Group $ 32,1 
Finance and insurance subsidiaries 373-2 

$405,3 

Cash paymencs for ineeresr were as follows: 

(In millions) 

Texcron Parenc Com
pany Borrowing 
Group 

Finance and insur
ance subsidiaries 

1988 

$193.8 

378.5 

$572.3 

1987 

$186.3 

386.5 

$572.8 

1986 

$170.4 

362,3 

$532,7 

The Texcron Parenc Company Borrowing Group 
maineains credic facilieies wich various banks for bor
rowing funds on a short- and long-eerm basis. 

Ie has lines of credic wich cercain banks, principally 
on an informal basis, cocaling $203 million which are 
available co ie and are also pardally available ($98 mil
lion) CO TFC. In some cases, banks require chae the 
Texcron Parenc Company Borrowing Group maineain 
cercain balances which are generaced by ehe dme lag in 
preseneaeion of company checks for paymene. 

Addicionally, ehe Texcron Parenc Company Borrow
ing Group has a credir agreemene wieh 39 banks for a 
credic facilicy of $3 .6 billion, of which (a) $1 .9 billion 
is available on a revolving basis undl December 3 1 , 
1991, unless excended pursuanc co ehe cerms of ehe 
agreemene (afcer which dace any oucscanding loans will 
be payable in eighc equal semi-annual inseallmencs 
commencing six months chereafcer), and (b) $1-7 bil
lion is available undl December 3 1 , 1990, unless 
excended pursuanc co che cerms of che agreemene. Any 
loan under che $ 1.7 billion pordon of che facilicy will be 
payable in eighc equal semi-annual inseallmencs comm
encing six monchs following ehe making of such loan. 

The Texcron Parenc Company Borrowing Group also 
has $200 million available under a facilicy agreemene 
which provides funds on a revolving basis with no loan 
maeuring afcer April 1991-

Borrowings under chese credic facilides are available 
ae ehe prime race or ae a surcharge over a cerdficace of 
deposie race or ehe Eurodollar Race. Borrowings may 
also be made ac fixed races of inceresc compeddvely 
offered by individual banks. If ehe Texcron Parenc 

and commercial paper and amouncs chac mighc become 
payable under credic facilides and revolving credic 
agreemencs) are as follows: 

1990 1991 1992 1993 
$ 59.3 

463-3 
$ 43 .9 

431 .1 
$102-8 

451-9 
$ 20-6 

658-5 

$522.6 $475.0 $554.7 $679-1 

Company Borrowing Group's public debe eacings were 
CO fall below cercain levels, addicional inceresc would be 
payable based on ehe racio of ics debe eo consolidaced nee 
woeeh. Fees range from 1/8 co 3/8 of 1% per annum 
depending upon che Texcron Parent Company Borrow
ing Group's public debe racings. 

The Texcron Parenc Company Borrowing Group's 
credic agreemencs concain provisions relaeing co ics max
imum allowable debe levels and debe eo consolidaced nee 
worch rados. In addidon, ic is cequired co maineain a 
minimum fixed charge coverage rario and min imum 
levels of shareholders' equicy. 

The Texcron Parenc Company Borrowing Group's 
credic facilides noe used or reserved as supporc foe ouc
scanding commercial paper or bank borrowings were 
$3.2 billion ae December 3 1 , 1988. 

Texcron's finance subsidiaries — Avco Financial Serv
ices (AFS) and Texcron Financial Corporacion (TFC) — 
have lines of credic wich various banks aggregadng $ 1.6 
billion, of which $745 million relaced eo long-eerm 
loans. Lines of credic noe used or reserved as supporc for 
commercial paper and bank borrowings amounced eo 
$846 million, of which $ 141 million relaced eo long-
eerm loans. In supporc of chese lines, AFS and TFC 
generally pay fees and/or maintain compensaeing 
balances. 

Under operadng agreemencs becween Texcron and 
TFC, Texcron has made available eo TFC a line of credic 
of up eo $60 million for junior subordinaeed borrowings 
ae ehe prime race and Texcron has agreed to lend eo TFC, 
inceresc free, an amounc noc co exceed che deferred 
income tax liabiliey of Texcron aecdbueable eo ehe manu
faccuring profic deferred on produces manufaceured by 
Texcron and financed by TFC. Texcron has also agreed co 
cause TFC's pee-eax income available for fixed charges co 
be noc less chan 125% of fixed charges. No such pay
mencs were required for 1988, 1987 or 1986, 
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Under inceresc race exchange agreemencs, which 
expire chrough 1994, Texcron and ics finance subsidi
aries make periodic fixed paymencs in exchange foe peri
odic variable paymencs. These concraecs had che effecc of 
fixing che race of inceresc on $45 1.6 million of variable 
inceresc race borrowings ac December 31, 1988 ac 
approximately 10.8%. The agreemencs expice as fol
lows: $49.3 million in 1989, $103.4 mdlion in 1990 
and $298.9 million chereafcer. In 1987, Texcron cermi-
naced five such agreemencs, which had had che effecc of 
fixing ehe race of inceresc on an aggregace of $ 158 mil
lion of vaciable inceresc race borrowings. The premiums 
paid eo cerminace ehe five agreements are being amor
dzed over che original cerms of che agreemencs. In addi
don, AFS expeces co replace fixed race long-cerm debe 
maeuring in 1989 and chereafcer wieh variable race 
shorc-cerm debe and has eneered inco inceresc race 
exchange agreemencs which will have che effecc of fixing 
che race of inceresc on $327.5 million of such variable 
race debe ac approximacely 9-66%-

In 1988, Texecon purchased an aggregace of approxi
macely $ 130 million of ics high inceresc eaee debe, 
resuldng in an excraordinary loss, nee of income caxes, 
of $9-7 million. 

In 1987, AFS purchased $412 million of ies oucscand
ing noces ac a premium. In addidon, Texcron purchased 
an aggregace of $ 161 million of ics oucscanding noces-
These cransacdons resulced in excraordinary losses, nee 
of income caxes, aggregadng $32.6 million. 

In 1986, Texcron called foe redempcion cercain subor
dinaeed debencures, cesuldng in an excraordinary loss, 
nee of income caxes, of $6.7 million. 

The amounc of che nee assecs of Texcron's finance and 
insurance subsidiaries available for cash dividends and 
ocher paymencs co ehe Texcron Parenc Company Borrow
ing Group is rescricced by che cerms of agreemencs wich 
cheir lenders and by insurance scaeucory requiremencs. 
As of December 31, 1988, approximacely $301 million 
of cheir nee assecs of $1.6 billion were available eo be 
cransferred co che Texcron Parenc Company Borrowing 
Group pursuanc eo chese rescricdons. The long-cerm 
noces, debencures and loan agreemencs of AFS and TFC 
also concain various provisions rescriccing addidonal 
debe, che creadon of liens or guaraneees and che making 
of invescmenes. 

10. Shareholders ' Equity 

Common stock 
In April 1987, Texecon's shareholders approved an 
amendmene eo Texcron's chareer increasing ies auchor
ized number of common shares co 250 million from ehe 
previously auchorized 150 million shares. Also wich 
shareholder approval, che common shaees were splie 
cwo-for-one in May 1987. 

Preferred stock 
Each share of $2.08 Preferred Seock ($23.63 approxi
mate scaced value) is converdble inco 2.2 shares of com
mon seock and is redeemable by Texcron ae $50 per 
share. In che evenc of involuneary liquidadon, preferred 
shareholders would be endcled co $50 per share and 
accrued dividends, and in che evenc of voluncary liqui
dadon eo $50 per share. 

Each shaee of $ 1.40 Preferred Dividend Seock 
($ 11.82 approximace scaced value) is converdble inco 
1.8 shares of common scock and is redeemable by 
Texcron ae $45 per share. In che evenc of liquidadon, 
holders ofeach share of such scock would receive accrued 
dividends and chereafcer share racably on a converced 
basis wieh holders of common scock, subjecc co che prioc 
righcs of che $2.08 Preferred Seock. 

Preferred stock purchase rights 
In Maech 1986, Texcron declared a dividend of one Pre
ferred Scock Purchase Righc (Righc) for each oucscand
ing share of common scock. In December 1987, Texcron 
amended che cerms of che Righcs. As a resulc of ehe 
scock splie in May 1987, one-half Righc is accached eo 
each oucscanding share of common seock. Each whole 
Righc will enciele che holder eo buy one unic of Series C 
Junior Pardcipadng Preferred Scock ae an exercise price 
of $175, subjecc co adjusemene. The Righcs will be 
exercisable only if a person or group becomes ehe benefi
cial owner of 20% or more of Texcron's common scock or 
commences a eender or exchange offer which would 
resulc in che offeeor beneficially owning 30% or more of 
Texcron's common scock or if ehe Board of Direccors 
declares any person eo be an "Adverse Person" (as 
defined). Upon ehe occurrence of cercain defined evenes 
after che Righcs become exercisable, each holder of a 
whole Righc will be endcled co purchase Texcron com
mon seock having a value of ewice ehe exercise price-
Similarly, if Texcron is involved in a merger or ocher 
business combinacion wich anocher person in which ies 
common seock is changed or converced, or if a sale of 
50% or more of Texcron's assecs or earnings power is 
made co anocher peeson, each holder of a whole Righc 
will be endcled eo purchase common seock of such ocher 
person having a value of ewice che exercise price. The 
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Righcs expire on March 20, 1996 and may generally be 
redeemed by Texcron ac a price of $.05 per whole Righc 
ac any cime prior co cen business days (as such period 
may be excended) afcer a public announcemene of ehe 
exiscence of a 20% holder. The Righcs may noe be 
redeemed if ehe independenc direccors have previously 
decermined a person co be an Advecse Person. 

Stock options and perfomiance units 
In 1987, Texcron shareholders approved che adopdon of 
ics 1987 Long-Term Incendve Plan which auchorizes ehe 
grandng of awards co key employees chcough December 
31, 1991 in eicher or boch of ehe following forms: (a) 
performance unies and (b) opdons eo purchase Texcron 
common stock. 

Performance unic awards enciele recipiencs eo pay
mencs based upon che accainment of performance car-
gees. Such paymencs may be in cash, shares of common 
scock, or a combinadon ehereof, as decermined by a 
commiccee of ehe Board of Direccors. 

The Plan provides foe boch incendve scock opdons 
and non-qualified seock opdons and requires chae such 
opdons be exercisable, for no more chan eleven years, ae 
a purchase price per share noc less chan che fair markee 
value of Texcron common seock ac che dace of granc. The 
cocal number of shares of common seock for which 
opdons may be granced is 3,000,000-

In 1988, che Board of Direccors granced opdons on 
812,500 shares of common seock under chis plan. 
Opdons on 126,062 shares ac an average purchase price 
of $25-58 pershare were canceled in 1988- Opcions on 
37,558 shares were exercised in 1988 ac an average price 
of$17-08 pershare. 

Opdons on 274,676 shares were exercised in 1987 ac 
an average purchase price of $19.69 pershare, 32,732 of 
which were accompanied by seock appreciadon rights 
(SARs), and opcions on 20,668 shares were surrendered 
upon che exercise of SARs. (SARs allow ehe holder co 
receive an amounc of cash equal co ehe appreciadon in 
markee value of ehe shares upon exercising a scock 
opcion.) Opdons on 360,304 shares were exeecised in 
1986 ac an average purchase price of $ 16.78 per share, 
17 1,874 of which were accompanied by SARs, and 
opdons on 4,888 shares were surrendered upon exercise 
of SARs. 

At December 31, 1988, opdons were oucscanding on 
2,689,153.shares (none of which were accompanied by 
SARs) ac an average purchase price of $23-59, of which 
opdons on 1,435,539 shares, ac an average purchase 
price of $23-73, were exercisable ac chae dace-

Reserved shares 
Shares of common scock were reserved ac December 31, 
1988, as follows: 

$2.08 Cumuladve Converdble 
Preferred Scock, Series A* 

$ 1.40 Converdble Preferred 
Dividend Srock, Series B* 

Opcions granced co employees 

1,429,248 

1,273,129 
2,689,153 

5,391,530 

* Includes shares issuable upon conversion of shares of preferred slock 
held as treasury shares. 

11.Leases 

Rencal expense applicable eo condnuing operacions for 
leased real eseaee, office locadons and machinery and 
equipmenc was approximacely $ 113 million, $ 104 mil
lion and $88 million in 1988, 1987 and 1986, respec
tively. Minimum ceneal commicmencs under non-
cancellable operacing leases in effecc ac December 31, 
1988 approximaced $329 million, of which $76 million 
is payable in 1989-

12. Research and Development 

(In millions) 

Company funded 
Cuseomer funded 

Tocal research and 
developmenC 

1988 

$168 
457 

$625 

1987 

$116 
434 

$550 

1986 

$ 99 
433 

$532 
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13. Pension and Other Postemployment Benefits 

Texcron and cercain of ies subsidiaries have a number of 
defined benefic pension plans covering subscandally all 
of cheir employees. Benefies under salaried plans are 
based on salary and years of service, while benefies under 
hourly plans generally are based on negodaeed amouncs 
and years of service. Texcron's funding policy is consise
enc wich ehe funding requiremencs of federal law and 
regulacions. Plan assecs consisc principally of corporace 
and governmene bonds and common scocks. 

Texcron's major pension plans provide, among ocher 
chings and subjecc co cercain condicions, chac in ehe 
evenc of plan cerminadon or wichdcawal of assecs wich
ouc a cerminadon wichin chree years following a change 
in concrol (as defined in che plans), assecs in excess of 
cecminadon liabilides shall be applied eo increase che 
benefies of pardcipancs who ace accive employees imme
diacely before che change in concrol, Addicionally, in 
che evenc ofany plan merger, consolidacion or cransfer 
wichin such ehree-year period, che accrued benefic of 
each such affecced pardcipane and beneficiary muse be 
veseed, increased as provided in che previous sencence, 
and saeisfied by che purchase of a guaraneeed annuicy 
conccacc. 

Effecdve ac ehe beginning of 1987, Texcron adopeed 
Scacemene of Financial Accoundng Scandards No. 87, 
"Employer's Accoundng for Pensions" (FAS 87), wich 
respecc eo ics U.S. pension plans. The respecdve 
amouncs of pension cose funded and deducdble for cax 
purposes, allocable co governmene concraecs and allowa
ble in eonerace price decerminadons, are nor affecced by 
FAS 87. 
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Pension coses applicable eo condnuing operacions for 
U.S. plans in 1988 and 1987 were $5.4 million and 
$10.1 million, respeccively. Had FAS 87 noe been 
adopeed for U.S. plans in 1987, pension coses for chae 
year applicable eo condnuing operacions would have 
been $39 million. (The increase in such coses in 1987, 
under ehe provisions of accoundng principles used prior 
eo 1987, ovec 1986 pension coses of $28 million is due 
principally eo che inclusion of che coscs of Ex-Cell-O's 
pension plans for a full year in 1987.) Afcer giving effecc 
eo che poccion of pension coses allocaced to concraecs and 
work-in-process inveneories, ic is escimaced chae income 
from condnuing operadons increased by approximacely 
$12.0 million ($.14 per share) in 1987 as a resulc of ehe 
adopdon of FAS 87. Pension coses applicable eo condnu
ing operacions for non-U.S. plans in 1988 and 1987 
were noe macerial. 

Pension coscs applicable co condnuing operacions in 
1988 and 1987 for U.S. plans include ehe following 
componencs: 

(In millions) 

Service cose - benefies 
earned during che yeac 

Inceresc cose on projecced 
benefic obligacion 

Reeurn on assecs: 
Accual 
Deferred gain (loss) 

1988 

$ 50.3 

131.4 

(210.3) 
48.4 

1987 

$ 64.0 

120-6 

(154,0) 
(5.1) 

Amorcizaeion of unrecog
nized eransidon nee 
assee 

Ochec amocdzadon - nee 

(161.9) 

(15.8) 
1.4 

(159.1) 

(16.2) 

Nee pension cose $ 5.4 $ 10.1 

The funded scacus of Texcron's U.S. plans was as follows: 

December 31,1988 January 2, 1988 

(In millions) 

Assets 
exceed 

accumulated 
benefits 

Accumulated 
benefits 
exceed 

assets 

Assecs 
exceed 

accumulaced 
benefies 

Accumulaced 
benefies 
exceed 
assecs 

Accuarial presenc value of: 
Veseed benefic obligacion 
Nonvesced benefic obligacion 

$1,235.2 
115.3 

$226.2 
15.5 

$1,135-5 
68-7 

$239-9 
16.3 

Accumulaced benefic obligacion 
Addicional amouncs relaced eo projecced pay 

increases 

1,350.5 

206.8 

241.7 

7.6 

1,204,2 

206-8 

256.2 

6.7 

Pcojecced benefic obligacion 
Plan assecs ac fair value 

1,557.3 
2,059.4 

249.3 
170.1 

1,411.0 
1,904.3 

262.9 
193.4 

Plan assecs in excess of/(less chan) projecced 
benefic obligacion 

Unrecognized nee gain 
Unrecognized prior service cose 
Unrecognized eransidon (nee assee)/ 

nee obligacion 

502.1 
(170.1) 

26.7 

(294.9) 

(79.2) 
(12.5) 

6.9 

42.4 

493.3 
(150.9) 

18.9 

(327.3) 

(69-5) 
(14-3) 

49-3 

Nee pension assee (liabiliey) recognized on ehe 
consolidaced balance sheec 

The projecced benefic obligacion was decermined 
using assumed discoune races of 8-75%, 9% and 8% ac 
December 31, 1988, January 2, 1988 and January 3, 
1987, respecdvely. Foe purposes of decermining 1988 
and 1987 pension coses, ehe weighced average of che 
assumed long-eecm race of compensadon increase was 
6.25% for 1988 and 6% for 1987, and ehe assumed 
long-eerm race of reeurn on plan assecs was 9% for boch 
years. 

Texcron and ceceain of ics subsidiaries also have sev
eral defined concribudon savings and ocher redcemene 
plans covering boch salaried and hourly employees. Eli
gible employees who pardcipaee in cercain of chese plans 
receive, wichin cercain limics, maeching Texcron concri
budons. Coses applicable co condnuing operacions 
relaeing eo chese plans, which ace generally funded as 
accrued, amounced eo approximacely $35 million, 
$39 million and $29 million for 1988, 1987 and 1986, 
respeccively. 

$ 63.8 $(42.4) $ 34.0 $(34-5) 

In addidon, Texcron provides cercain healch care and 
life insurance benefies for cercain reeired employees. Eli-
gibilicy for chese benefies is rescricced co che pardcular 
benefic plans ac che pardculac locadons offering redree 
benefies. These benefies and similar benefies for accive 
employees are adminisceced by insucance companies or 
ocher carriers who decermine premiums for insured 
plans and expecced coscs eo be paid during che year 
under self-insured plans. Texcron recognizes che cose of 
providing chese benefies by expensing ehe premiums and 
coses as incurred. Such coses applicable eo condnuing 
operacions wece approximacely $ 195 million, $ 185 mil
lion and $149 million for 1988, 1987 and 1986, respec
cively. The cose of providing chese benefies for che 
15,800, 15,100 and 13,200 redrees in 1988, 1987 and 
1986, respeccively, receiving such benefies, is noc sepa
racely idendfiable from che coscs of pcoviding such bene
fies for che 60,000, 61,000 and 65,000 acdve employees 
in 1988, 1987 and 1986, respecdvely. 
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14. Income Taxes 

Texcron files a consolidaced federal income cax reeurn 
which includes all U.S. subsidiaries excepc ehe life 
insucance subsidiaries, which file separace cecums. 
Separace recurns are also filed for foreign subsidiacies. 

Decails of income from condnuing operacions before 
income caxes, income caxes and che defecced income cax 
effeccs of dming differences are summadzed as follows: 

(In millions) 

Income from continuing operations before income taxes: 
Uniced Scaees 
Foreign 

Tocal 

1988 

$329.9 
103.4 

$433.3 

1987 

$355.8 
96.8 

$452.6 

1986 

$303.5 
120.1 

$423.6 

Income taxes: 
Condnuing operadons 
Discondnued operacions: 

Income from operacions 
Gains on sales 

Excraordinary losses 

Tocal 

Current: 
Federal 
Scace 
Foreign 

Deferred: 
Federal 
Scace 
Foreign 

Tocal 

Deferred income tax effects of timing differences: 
Addicional depreciadon for cax pucposes 
Invencory valuadon and long-cerm conccacc amouncs 
Finance subsidiary cransacdons — principally leasing 
Disposidon of discondnued operacions 
Allowance foe bad debes 
Insurance policy acquisidon coscs 
Liabilides foe fucure policy benefies 
Ochec - nee 

Tocal 

$161.2 

(20.3) 

$140.9 

$ 42.6 
27.7 
41.9 

112.2 

28.7 

$140.9 

$ 28.7 

$191.5 

$196.9 

76.5 
27.6 
31.2 

135.3 

61-6 

$196-9 

$ 61.6 

$194.0 

1-7 
27.2 

(23.5) 

5.3 
58.4 
(6.4) 

$251.3 

$ 69.1 
29-5 
48.6 

147-2 

31.3 
(1.5) 
(1.1) 

58.8 
(1.5) 
4-3 

105-8 
(2-1) 

-4 

104.1 

$251.3 

2.5 
(7.7) 
28.6 
9.0 

(9.8) 
19.4 
(3.4) 
(9.9) 

$ 1-8 
3-4 

43-6 
(14-3) 
(11-9) 
20-3 
(3-3) 
22.0 

$ 7.3 
40.5 
56.1 

(18.9) 
-

19-4 
(12.1) 
11-8 

$104-1 
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Following is a reconciliadon of che federal scaeucory 
income tax race ro che effective income cax race applica
ble CO condnuing operadons: 

1988 
Federal statutory income tax rate 
Increase (decrease) in caxes resuldng from: 

Scace income caxes, nee of federal cax benefic 
Invesemenc cax credics 
Capical gains 
Tax exempc ineecese and dividends received deducdon 
Foreign cax race differencial 
Foreign Sales Cocporadon benefic 
Special deducdons allowed life insurance companies 
Amorcizaeion of goodwill 
Ocher - nee 

Effecdve income cax race 

1987 1986 

The income caxes on che gains on sales of discondn
ued operadons in 1987 and 1986 differ from chose 
which would resulc from applicadon of che scaeucory cax 
races in effecc in 1987 and 1986, primarily due eo non-
deducdble foreign exchange losses and addicional caxes 
on repaedaeed earnings of foreign subsidiaries, pardally 
offsee by che effecc of capical gains. 

Cash paymencs foe income caxes were $116.7 million, 
$146.7 millionand $94.5 million in 1988, 1987 and 
1986, respeccively. 

Deferred income caxes have noc been provided for ehe 
undiseribueed earnings of foreign subsidiaries which 
aggcegaced approximacely $282 million ae December 
31, 1988. Managemenc's incendon is co reinvese such 
undisedbuced earnings oucside che Uniced Scaees for an 
indefiniee period, excepc for discribudons upon which 
incremeneal U.S. income caxes would noe be macerial. 

Ae December 31, 1988, consolidaced shareholders' 
equicy included $105 million of U.S. life insurance sub
sidiaries' policyholders' surplus for financial ceporcing 
purposes on which no income caxes have been provided. 
Under presenc circumsCances ic is noe andcipaced chae 
any of chese earnings will become eaxable-

15. Arbitration Concerning Former Line of Business 

An insurance subsidiary of AFS pardcipaced in froncing 
pcograms wieh ocher insurance cornpanies, which pro
grams were discondnued prior eo December 31, 1985-
A dispuce reladng co one of chese programs was heard by 
arbicracors in January 1988 and, based on che arbiera-
cors' subsequenC rulings, AFS has recocded an afeer-eax 
lossof $28.0 million ($.32 per Texcron shace) as an 
excraordinary icem. 

34.0% 

4.1 
(.3) 

(1.1) 
1.9 

(1.9) 

2.9 
(2.4) 

40.0% 

3.3 
(-8) 

(1-1) 
(1-4) 

-8 
(-7) 

3-4 
(1-2) 

46.0% 

2.7 
(1-4) 
(1-7) 
(1-7) 
(1-3) 
(-6) 

(1-7) 
2-8 
2.7 

37.2% 42.3% 45-8% 

16. Contingencies 

There are pending or chreacened againsc Texcron and ics 
subsidiaries lawsuies and oeher proceedings, including 
some which allege violadons of federal governmene pro-
cucemenc regulacions, involve environmencal maccers, 
or are or purporc co be class acdons. Among chese suics 
and proceedings are some which seek compensacory, cre-
ble or punicive damages in subscandal amouncs; indice-
mencs, fines, penaldes or resdeudon; che cleanup of 
allegedly hazardous wasces; or, under federal govern
mene procuremene regulacions, could resulc in suspen
sion or debarmene of Texecon oc its subsidiaries from 
U.S. Government contracting for a period of time. 
These suits and proceedings are being defended or con-
cesced on behalf of Texcron and ies subsidiaries. On che 
basis of informadon presencly available, Texcron believes 
chac any such liabilicy or che impace of che applicadon of 
relevanc governmene regulacions would noc have a mace-
cial effecc on Texcron's financial condidon. 
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17. Se lec t ed F i n a n c i a l I n f o r m a t i o n b y B u s i n e s s 
S e g m e n t a n d G e o g r a p h i c A r e a 

The selecced financial infocmadon by business segmenc 
— as presenced below and on page 37 of chis repocc — 
and by geographic area relaces co Texcron's condnuing 
operacions. The operacions of Ex-Cell-O are included 
ftom Sepcember 17, 1986. Prioc years' amouncs have 

been reclassified and rescaced eo confocm co che cucrene 
year's pcesencadon and co comply wich new accoundng 
cequiremenes, which include classifying finance-celaeed 
insurance wieh che finance business. 

Selected Financial Information by Business Segment 
Fora descriplion ofthe businesses comprising each segment, see pages 28 lo 32 ofthis report. 

Business Segment s 

(In millions) 

Identif iable assets Capital e x p e n d i t u r e s Deprec i a t ion 

1988 1987 1986 1988 1987 1986 1988 1987 1986 

Aerospace Technology: 
Helicopcers 
Propulsion 

632 $ 662 $ 658 

1,310 1,270 1,260 

855 838 934 

38 $ 44 $ 33 

39 48 28 

43 48 52 

27 $ 21 $ 16 

36 35 21 

40 40 35 

Commercial Products 

Financial Services: 
Finance and relaced insurance 
Oeher insurance 

Discondnued opecadons 
Corporace 
Eliminadons 

2,797 

930 

5,148 
3,466 

8,614 

256 

(43) 

$12,554 

2,770 

773 

4,463 
3,135 

7,598 

124 
212 
(19) 

2,852 

1,043 

4,399 
2,921 

7,320 

311 
(8) 

$11,458 $11,518 

120 

68 

16 
11 

27 

5 

$220 

140 

59 

10 
7 

17 

13 
6 

$235 

113 

38 

24 

5 

29 

25 
5 

$210 

103 

42 

10 
5 

15 

5 

$165 

96 

38 

10 
4 

14 

10 
5 

$163 

72 

25 

8 
5 

13 

13 
5 

$128 
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Selected Financial Information by Geographic Area 

Geographic Areas 

(In millions) 

Revenues and income by origin — 
condnuing operadons: 

Uniced Scaees 
Canada 
Asia/Pacific 
Wescern Europe 
Middle Ease 

Corporace expenses and oeher - nee 
Inceresc expense - nee 

Income from condnuing operacions 
before income caxes 

1988 

$6,543 
434 
173 
129 

$7,279 

Revenues 

1987 

$6,569 
344 
127 
115 

$7,155 

1986 

$6,027 
222 
140 
90 
37 

$6,516 

1988 

$612 
44 
33 
18 

707 

(71) 
(203) 

$433 

Income 

1987 

$629 
48 
33 
13 

723 

(73) 
(197) 

$453 

1986 

$534 
26 
46 

9 
33 

648 

(44) 
(180) 

$424 

Desdnadon of U.S. expores - condnuing operacions: 

Asia/Pacific 
Wescern Europe 
Canada 
Middle Ease 
Souch America 
Oeher locadons 

Expor t sales 

1988 

1,127 

1987 

$891 

1986 

$ 401 

329 
155 
145 
41 
56 

$205 
345 
104 
120 
56 
61 

$196 

273 
74 

101 
44 
67 

$755 

Ident i f iable assets 
Idendfiable assecs by locadon: 

Uniced Scaees 
Canada 
Asia/Pacific 
Weseecn Europe 
Middle Ease 
Discondnued operacions 
Corporace 
Eliminadons 

Noles: 
(i) Revenues by geographic area exclude income earned on investments 
held by the Texiron Parent Company Borrowing Group. 
(it) Revenues include sales lo the U.S. Governmenl of $2.1 billion, 
$2.6 billion and $2.6 billion in 1988, 1987 and 1986, 
respectively. 

1988 1987 1986 

$10,303 
1,286 

453 
315 

— 
-

256 

(59) 

$12,554 

$ 9,468 
1,023 

367 
302 

— 
124 
212 
(38) 

$11,458 

$ 9,715 
819 
357 
295 

41 
_ 

311 
(20) 

$11,518 

(;•//') Revenues between geographic areas, predominantly revenues of 
U.S. divisions, were approxitnately 2% of tolal revenues in 1988 
and 1 % of lolal revenues in 1987 and 1986. 
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18. Financial Information by Borrowing Group 

Texcron consises of cwo borcowing groups — ehe Tex
econ Parenc Company Borrowing Group and che finance 
and insucance subsidiaries. 

This fcamework is designed co enhance che borrowing 
power of rhe rocal company by separaeing borrowing 
orienced unics of a specialized business nacure such as 
financial services. 

The Texcron Pacenc Company Borrowing Group is 
comprised of all encides of Texecon ochec chan ics finance 

and insurance subsidiaries. The financial scacemencs of 
chis group as see forch below reflece Texcron's invesc
menes in ies finance and insurance subsidiaries on che 
equicy basis, les sources of cash flow include dividends 
paid by che finance and insurance subsidiaries, as well as 
cash generaced by ocher operacing unies. 

The finance and insucance subsidiaries finance cheir 
respecdve operacions by borrowing from cheir own 
group of exeecnal credicors. 

Financial Information for the 
Textron Parent Company Borrowing Group 

Statement of Income 
(In millions) 

Revenues: 
Sales 
Investmenc income 

Tocal revenues 

1988 

$5,342.7 
6.1 

5,348.8 

1987 

$5,388.4 
9.0 

5,397.4 

1986 

$4,688-1 
11.4 

4,699-5 

Costs and expenses: 
Cose of sales 
Selling and adminiscracive 
Inceresc expense 

4,278.7 
656.8 
208.5 

4,387-7 
604.3 
206.1 

3,768-3 
539.6 
191.5 

Tocal coscs and expenses 

Equity in pre-cax income of finance and insurance subsidiaries 

Income from condnuing operadons before income caxes 
Income caxes 

Income from continuing operations before extraordinary losses 
Discondnued opecadons, nee of income caxes 
Excraordinacy losses, nee of income caxes 

Net income 

5,144.0 

204.8 
228.5 

433.3 
161.2 

272.1 

(37.7) 

$ 234.4 

5,198-1 

199-3 
253.3 

452.6 
191.5 

261.1 
27-8 

(32.6) 

$ 256-3 

4,499.4 

200.1 
223.5 

423.6 
194-0 

229-6 
16-3 
(6.7) 

$ 239.2 

Balance Sheet 
(In millions) 1988 1987 

Assets 
Cash 
Receivables - nee 
Inveneories 
Invescmenes in finance and insurance subsidiaries 
Propercy, plane and equipmenc - nee 
Goodwill (less accumulaced amorcizaeion of $52.8 and $33.4) 
Oeher assecs 

10.3 
815.3 

1,231.7 
1,615.9 

850.3 
723.9 
309.8 

$ 5.6 
773-2 

1,210.4 
1,490.8 

791-0 
739-3 
333-3 

Tocal assecs $5,557.2 $5,343-6 

Liabilities and shareholders' equity 
Accouncs payable, income caxes and accrued liabilides 
Debe 
Shareholders' equicy 

^,383.7 
1,788.6 
2,384.9 

$1,546-7 
1,489.7 
2,307.2 

Tocal liabilides and shareholders' equicy $5,557.2 $5,343-6 
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Financial Information for the 
Textron Parent Company Borrowing Group (cont inued) 

Statement of Cash Flows 
(In millions) 

Cash flows from operating activities: 
Nee income 
Adjuscmencs co reconcile nee income co nee cash 

provided by operacing acdvides: 
Undiseribueed earnings of finance and 

insurance subsidiaries 
Depreciadon and amocdzadon 
Deferred income caxes 
Coneribucions of common scock co employee benefic plans 
Gains on sales of discondnued operacions 
Losses on early redempcion of debe 
Changes in assecs and liabilides excluding chose 

relaced Co acquisidons and divesdeures of businesses: 
Increase in receivables 
Increase in inveneories 
Decrease (increase) in oeher assecs 
Increase (decrease) in accouncs payable, income caxes payable 

and accrued liabilides 
Ocher - nee 

Nee cash provided by operacing acdvides 

Cash flows from investing activities: 
Purchases of invescmenes 
Proceeds from sales of invescmenes 
Collecdons on noces receivable 
Capical expendicures 
Proceeds from sales of propercy, plane and equipmenc 
Pcoceeds from sales of discondnued operadons 
Cash used in acquisidon of Ex-Cell-O 

Nee cash provided (used) by inveseing acdvides 

Cash flows iiom financing activities: 
Increase (decrease) in shorc-cerm debe 
Proceeds from issuance of long-eerm debe 
Principal paymencs on long-eerm debe 
Sale of common seock 
Purchases of common seock 
Dividends paid 

Nee cash provided (used) by financing acdvides 
Effecc of exchange eaee changes on cash 

Net increase (decrease) in cash 
Cash ac beginning of year 

Cash ae end of year 

1988 

(82.0) 
171.4 

(.6) 

15.6 

(53.6) 
(21.3) 
(16.5) 

(135.3) 
5.6 

117.7 

(43.8) 
1.6 

11.0 
(192.8) 

12.4 
34.8 

(176.8) 

(.7) 
581.5 

(324.6) 

(105.5) 
(87.1) 

63.6 
.2 

4.7 
5.6 

$ 10.3 

1987 

(69.5) 
170.3 

14.3 
64.4 

(51.5) 
14.2 

(93-7) 
(8.3) 

44.8 

6A.A 
(4.5) 

401.2 

48-7 
46.5 

(215.7) 
35.9 

293.0 

208.4 

(21-2) 
562.5 

(1,281.9) 
195.6 
(12-1) 
(87.0) 

(644.1) 
-3 

(34,2) 
39.8 

1986 

234.4 $ 256,3 $ 239-2 

(97-0) 
124.1 
26.2 
19-4 

(66.4) 
13-1 

(58-6) 
(35.2) 
(70-0) 

70-7 
(.4) 

165-1 

(8-5) 
29-9 
40-3 

(181-3) 
32.0 

454-6 
(999-9) 

(632.9) 

1.6 
1,403.8 
(868.2) 

(74-0) 

463-2 
.2 

(4-4) 
44-2 

5.6 $ 39-8 

63 



Financial Information for Textron's 
Finance and Insurance Subsidiaries 

Statement of Income 
(In millions) 

Revenues: 
Inceresc, discoune and service charges 
Credic life, ccedic disabilicy and casualcy insurance premiums 
Non-cancellable disabilicy income, life and 

group insurance premiums 
Invesemenc income (including nee capical gains) 

Total revenues 

Costs and expenses: 
Selling and adminiscracive 
Interest expense 
Provision foe losses on collecdon of finance receivables, less recoveries 
Credic life, ccedic disabilicy and casualcy insurance losses 

and adjustment expenses, less recoveries 
Deach and ochec insurance benefies 
Increase in insurance policy liabilides 
Amordzacion of insurance policy acquisidon coses 

Balance Sheet 
(In millions) 

Assets 
Cash 
Invescmenes 
Finance receivables - net 
Propercy, plane and equipmenc - nee 
Unamordzed insurance policy acquisidon coscs 
Goodwill (less accumulaced amocdzadon of $76.3 and $57.9) 
Ocher assets 

Tocal assecs 

Liabilities and equity 
Accouncs payable, income taxes and accrued liabilides 
Insurance ceserves and claims 
Debe 
Equicy 

Tocal liabilides and equicy 

Notes: 
(i) Prior years' amounts have been reclassified and restated to conform to 
the current year's presentation and to comply with neu> accounting 
recjuirements. 

(ii) TFC derives a substantial portion of its business from financing the 
sale and lease of products manufactured and sold by Textron. In 1988, 
1987 and 1986, TFC paid Textron $312.3 mdlion, $188.5 million 
and $228.8 million, respectively, for the purchase of receivables. Under 
an operating agreement with Textron. TFC generally has recourse to 

1988 

1,936.7 

1988 

1987 

1,766.8 

1987 

; 5.7 
2,875.5 
4,684.9 

92.7 
443.1 
392.5 
173.1 

% 36.9 
2,563.1 
4,063.4 

78.3 
378.7 
410.9 
145.2 

i,667.5 $7,676.5 

\ 628.0 
2,344.4 
4,079.2 
1,615.9 

\ 509.9 
2,104.5 
3,571.3 
1,490.8 

*,667.5 $7,676.5 

1986 

891.7 
223.2 

527.6 
294.2 

$ 829.3 
220.2 

435.0 
282.3 

$ 877.2 
298.1 

377.2 
275.0 

1,827.5 

533.6 
393-4 

85.0 

97.5 
285.0 
206.8 
106.9 

433.6 
374.1 

87.7 

120.9 
224.2 
183.1 
89.9 

456.3 
392.3 

96.4 

197.3 
188.6 
161.9 
111.2 

Tocal coscs and expenses 

Income before income caxes 
Income caxes 

Income before extraordinary losses 
Excraordinary losses, nee of income caxes 

Net income 

1,708.2 

228.5 
83.7 

144.8 
(28.0) 

$ 116.8 

1,513.5 

253.3 
101.7 

151.6 
(24.6) 

$ 127.0 

1,604.0 

223.5 
86.7 

136.8 

$ 136.8 

Textron with respect to finance receivables and leases of products 
manufactured and sold by Texiron. At December 3 1 . 1 9 8 8 , finance 
receivables of $407.1 million ($389.8 million atjanuary 2. 1988) 
were due from Textron or subject to recourse to Textron, 
(iii) Approximately 77%, 69% and 52% ofthe credit life and credit 
disability insurance premiums earned and 24%. 14% and 7% of the 
casualty insurance premiums earned in 1988, 1987 and 1986, 
respectively, were related directly to AFS' consumer loan activities. 
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Financial Information for Textron's 
Finance and Insurance Subsidiaries (cont inued) 

Statement of Cash Flows 
(In millions) 

Cash flows from ope ra t i ng activities: 
Nee income 

Adjuscmencs co reconcile nee income eo nee cash 
provided by operacing acdvides: 

Depreciadon and amorcizaeion 
Provision foe losses on finance ceceivables 
Deferred income caxes 
Increase in insurance policy liabilides 
Amorcizaeion of insurance policy acquisidon costs 
Gains on sales of invescmenes 
Gain on sale of credic card receivables 
Losses on early redempcion of debt 
Changes in assecs and liabilides: 

Addidons co insurance policy acquisidon coses 
Decrease (increase) in ocher assecs 

Increase in accouncs payable, income caxes payable and accrued 
liabilides 

Increase (decrease) in unearned insurance premiums and 
reserves for insurance losses and adjusemene expenses 

O t h e r - net 

1988 

$ 116.8 

33.3 
106.9 

29.3 
206.8 

s 106.9 
(11.0) 

• ~ 

~ 

(171..3) 

(5.7) 
,U1^ . , „ J • 

1987 

$ 127.0 

32 .6 
108.6 

47.3 
183-1 
89-9 

(16-0) 
(52-3) 
41-9 

(142.6) 
6-0 

1986 

$ 136-8 

30-3 
115-5 
77 .9 

161-9 
111.2 
(31.7) 

— 

-

(157-3) 
25-1 

Net cash provided by operating acdvides 

Cash flows from inves t ing activit ies: 
Purchases of invescmenes 
Proceeds from sales of invesrmencs 
Finance receivables originated or purchased 
Finance receivables repaid or sold 
Capical expendieuces 

Proceeds from sales of propeccy, plane and equipmenc 

Net cash used by inveseing acdvides 

Cash flows from financing activities: 
Increase (decrease) in shore-rerm debe 
Proceeds from issuance of long-eerm debe 
Principal paymencs on long-cerm debe 

Receipts from inceresc sensicive insurance produces 

Reeurn of accounc balances on inceresc sensitive insurance produces 
Dividends paid - intercompany 

Nee cash provided (used) by financing acdvides 
Effecc of exchange race changes on cash 

Net inc rease (dec rease ) in cash 
Cash ac beginning of year 

Cash ac end of year 

84.2 47.2 

(1,025.2) (228.2) 

474.3 
.9 

(257-6) 
.7 

(31.2) 

36.9 
(30.7) 
67 .6 

32-1 

12.9 
9.7 

518.8 

(796.3) 
538.0 

(3,232.9) 
2,491.0 

(25.0) 

— 

(16.7) 
(1.6) 

454 .4 

(1,003-4) 

765-3 
(2 ,684.4) 

2 ,699-9 
(13-9) 

8.3 

30.7 
(-2) 

532-3 

(993-5) 
776-4 

(2,436-6) 

2 ,343-9 
(27-4) 

_ 

(337.2) 

112.9 
742.6 

(362.8) 
95.6 

(79.2) 
(34.8) 

188.9 
411 .2 

(819-8) 

92 .9 
(73.3) 
(57.5) 

(296-3) 
573-0 

(414.1) 
100.1 
(98.5) 
(39-8) 

(175.6) 
(1.7) 

17-8 
49 .8 

5.7 $ .^6.9 $ 67.6 
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Quarterly Financial and Stock Information 1988 and 1987 
(Unaudited) 

1st Q u a r t e r 2 n d Q u a r t e r 3rd Q u a r t e r 4 th Q u a r t e r 

(In md lions except per share amounts) 

Income Statement Data: 
Revenues 
Aerospace Technology: 

Helicopcers 
Propulsion 
Syscems 

1988 1987 

$ 314.0 $ 265.1 
353.3 349.7 
227.9 346.0 

1988 

$ 316.2 $ 
299.9 
246.5 

1987* 1988 

291.6 $ 307.7 $ 
365-9 289.8 
327-7 240.8 

1987 

288-3 
342-4 
295-3 

1988 1987 

$ 334.0 $ 331-9 
365.4 340.5 
312.8 331.6 

Commercial Produces 

Financial Services: 
Finance and relaced insurance 
Ochec insucance 

895.2 

438.8 

248.7 
210.7 

459.4 

960.8 

407.1 

243.5 
204.3 

447.8 

862.6 

452.5 

255.2 
214.5 

469.7 

985.2 

367.3 

236.5 
205.1 

441.6 

838.3 

393.2 

261.5 
224.0 

485.5 

926.0 

359.5 

231-6 
188.0 

419.6 

1,012.2 

449.9 

271.5 
250.6 

522.1 

1,004,0 

378.5 

240.5 
217.3 

457.8 

Tocal revenues $1,793.4 $1,815.7 $1,784.8 $1,794.1 $1,717.0 $1,705.1 $1,984.2 $1,840.3 

Income 
Aerospace Technology: 

Helicopcers 
Pcopulsion 
Syscems 

$ 15.3 $ 
36.7 
15.3 

15.6 $ 
33.5 
27.8 

23.1 $ 
29.4 
21.2 

12.8 $ 
40.5 
26.5 

24.7 $ 
31.2 
22.9 

22.2 $ 
34.3 
27.4 

18.4 $ 
50.9 
11.6 

18.3 
33.1 
18.4 

Commercial Produces 

Financial Services: 
Finance and celaced insurance 
Oeher insurance 

Segmenc operacing income 
Corporace expenses and ocher - nee 
Inceresc expense - nee 

Income from condnuing opera
dons before income caxes 

Income caxes 

67.3 

45.7 

42.8 
18.0 

60.8 

173.8 
(16.9) 
(46.6) 

110.3 
41.9 

76.9 

45.4 

30.1 
22,9 

53.0 

175.3 
(17.2) 
(51.5) 

106.6 
45.1 

73.7 

47.0 

41.5 
15.1 

56.6 

177.3 
(17.4) 
(48.8) 

111.1 
42.2 

79.8 

38.2 

79.0 
23.5 

102.5 

220.5 
(18-4) 
(51.9) 

150.2 
63.5 

78.8 

33.0 

37.4 
17.8 

55.2 

167.0 
(14.7) 
(50.9) 

101.4 
38.6 

83.9 

32.4 

29.6 
19.7 

49.3 

165.6 
(16.9) 
(48.5) 

100.2 
42.6 

80.9 

51.9 

33.1 
22.8 

55.9 

188.7 
(22.1) 
(56.1) 

110.5 
38.5 

69.8 

43.5 

30.7 
17.8 

48-5 

161.8 
(21.0) 
(45-2) 

95.6 
40.3 

Income from cont inuing oper
ations before extraordinary 
losses 

Discondnued operadons, nee of 
income caxes 

Excraordinary losses, nee of 
income caxes 

Net income 

Income per c o m m o n share: 
Income from cont inuing oper

ations before extraordinary 
losses 

Discondnued operacions 
Excraordinary losses 

Net income 

Common Stock Information 
Pdce Range: High 

Low 
Dividend per share 

$ 

$ 

$ 

$ 
$ 
$ 

68.4 

-

(29.7) 

38.7 $ 

.76 $ 
-

(.33) 

.43 $ 

29V4 $ 
21V2 $ 
.25 $ 

61.5 

(1..3) 

-

60.2 

.74 
(-02) 

-

.72 

35'5/16 
31 
.225 

$ 

$ 

$ 

$ 
$ 
$ 

68.9 

— 

-

68.9 

.78 
-
-

.78 

26y2 
23 
.25 

_L 

$ 

$ 

$ 
$ 
$ 

86.7 

4.3 

-

91.0 

1.01 
.05 

-

1.06 

35'/^ 
28'/2 
.25 

$ 

$ 

$ 

$ 
$ 
$ 

62.8 

— 

-

62.8 

.72 
-
-

.72 

26% 
22V4 
.25 

$ 

$ 

_$_ 

$ 
$ 
$ 

57.6 

23.4 

(25-9) 

55-1 

-63 
-25 

(.28) 

-60 

39% 
30'/s 
-25 

$ 

$ 

$ 

$ 
$ 
$ 

72.0 

— 

(8.0) 

64.0 $ 

.83 $ 
-

(.09) 

.74 $ 

27y8 $ 
23 $ 
.25 $ 

55-3 

1.4 

(6.7) 

50,0 

.60 

.02 
(.07) 

.55 

34'/« 
17'/4 
.25 

*ln the second quarter of 1987, AFS sold iis credit card receivables, resulting in an after-lax profit of $34.4 million ($.40 per Textron share). 
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Five-Year Summaiy* 

(Dollars in millions except per share amounts) 

Revenues : 
Sales 

Interest, discount and service charges 

Insurance premiums 

Investmenc income (including nee capical gains) 

Tocal revenues 

1988 

$ 5,342.7 $ 5,388,4 $ 4 ,688 .1 $ 3 7 3 2 9 
891.7 
750.8 
300.3 

829-3 
655 ,2 
291 .3 

877.2 
675 .3 
286.4 

835.7 
541.5 
231-5 

Costs a n d expenses : 
Cose of sales 

Selling and adminiscracive 
Inceresc expense 

Provision for losses on collecdon of finance 
receivables, less recoveries 

Insucance benefies and increase in policy 

liabilieies 

Amorcizaeion of insurance policy acquisidon coscs 
Tocal coscs and expenses 

Income from condnuing operadons 
before income caxes 

Income caxes 

4,278.7 
1,190.4 

601.9 

85.0 

4 ,387-7 
1,037-9 

580.2 

87-7 

3,768,3 
995-9 
583-8 

96-4 

2 ,953.7 
944.5 
574.6 

74 .9 

I n c o m e from c o n t i n u i n g o p e r a t i o n s 
before ex t r ao rd ina ry i t ems a n d 
cumula t ive effect of a c h a n g e in 
a c c o u n t i n g p r inc ip le 

Disconcinued operacions, nee of income caxes 
Excraordinary icems, nee of income caxes 
Cumulative effecc of a change in accoundng 

principle 

Net i n c o m e 

272.1 

(37.7) 

261.1 

27 .8 
(32.6) 

229 .6 
16.3 
(6.7) 

166.9 
56-7 
16.4 

Per c o m m o n sha re : 

I n c o m e from c o n t i n u i n g o p e r a t i o n s 
Disconcinued operacions 
Excraordinary irems 
Cumuladve effecc of a change in 

accouneing principle 

Div idends dec la red 

87,910,000 87 ,733 ,000 82 ,564 ,000 74 ,636 ,000 72 ,938 ,000 

12,554.1 $ 11,457.5 $ 11,517.8 $ 10,170.6 

Average c o m m o n s h a r e s o u t s t a n d i n g 

Financial Posi t ion at Year-End 
Tocal assecs 
Debe: 

Texcron Parenc Company Borrowing Group $ 1,788.6 $ 1,489.7 $ 2 ,212 .9 $ 1,541.9 
Finance and insurance subsidianes $ 4,079.2 $ 3 ,571.3 $ 3 ,642 .1 $ 3 ,759.7 

Shareholders'equicy $ 2,384.9 $ 2 ,307.2 $ 1,847.2 $ 1,633-3 
Book value per common share $ 27.60 $ 25 .39 $ 22 .38 $ 19.94 
O t h e r Dala 
Capitai expenditures*** 
Depreciacion*** 

Number of common shareholders 

1,997.0 
60.8 

11.0 

1,619-2 
262.5 

67.1 

69 .9 
43.6 

$ 2 ,621 .3 

$ 256 .0 
$ 363.5 
$ 1,253.9 

17.23 

219.9 $ 
164.7 $ 

36,000 

222.2 $ 
152.7 $ 

37 ,000 

185-4 $ 

115.3 $ 
'>6,000 

144.4 
94-4 

40 ,000 
*The resulls of operations of Ex-Cell-O and Avco arf ,r,rlurl.^ f I ^— 

**In 1987. AFSsoldilscUlcardreceivMe I Z ' t J ^ ^ ^ ^ W, 1985. respectively 
***These Items relate to continuing o p e r a l i o n ' o X " " ^ ^ " " ^ 

76.0 
42.4 

43 ,000 
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Textron Board of Directors* 

B. F. Dolan (1) 
Chairman, President and 

Chief Executive Officer 
Textron Inc. 
Providence, Rl 

William A. Anders 
Senior Executive Vice 

President Operations 
Textron Inc. 
Providence, RI 

Joseph R. Carter (4) 
Chairman 
Wyman-Gordon Company 

(manufacturing firm) 
Worcester, MA 

R. Stuart Dickson (1,3) 
Chairman 
Ruddick Corporation 

(diversified holding 
company) 

Charlotte, NC 

William M. Ellinghaus (1) 
Retired President, AT&T 
New York, NY 

Donald K. Farrar 
Senior Execucive Vice 

President Operations 
Textron Inc. 
Providence, RI 

Webb C.Hayes, III (1,3) 
Partner 
Baker & Hostetler (attorneys) 
Washington, DC 

Amos A.Jordan, Jr.(2,5) 
Vice Chairman and Kissinger 

Chairholder 
The Cencer for Strategic & 

International Studies 
Washington, DC 

James R. Martin (1,4) 
Retired Chairman 
Massachusetts Mutual Life 

Insurance Company 
Springfield, MA 

Barbara Scott Preiskel (2,3) 
Formerly Senior Vice 

President and General 
Counsel 

Motion Picture Association 
New York, NY 

John J. Schmidt (4,5) 
Consultant 

(business and property 
development; business 
combinations) 

Chicago, IL 

Sam F. Segnar (1,4) 
Chairman 
Collecting Bank, N.A, 
Houston, TX 

Jean Head Sisco (4,5) 
Partner 
Sisco Associates 

(management consultants) 
Washington, DC 

J. Raul Sticht (2,3) 
Chairman and Chief Executive 

Officec 
RJR Nabisco, Inc. 

(international consumer 
products company) 

Winston-Salem, NC 

Robert P. Straetz (5) 
Retired Chairman 
Textron Inc. 
Providence, RI 

Howard R. Swearer (3,5) 
President Emeritus, Brown 

University 
Director, Institute for 
International Studies, 
Brown University 
Providence, RI 

Martin D.Walker (2) 
Chairman, President and 

Chief Executive Officer 
M.A. Hanna Company 

(formulated polymers and 
natural resource concern) 

Cleveland, OH 

*Numbers indicate 
committee memberships 
(1) Executive Committee: 
Chairman, B.F. Dolan 
(2) Audit Committee: 
Chairman, Barbara Scott Preiskel 
(3) Nominating Committee: 
Chairman, J. Paul Sticht 
(4) Organization and 
Compensation Committee: 
Chairman, James R. Martin 
(5) Pension Committee: 
Chairman, John J. Schmidt 

Principal Corporate Officers 

B.F. Dolan"* 
Chairman, President and 

Chief Execucive Officer 

William J. Ledbet ter" 
Senior Executive Vice 

President 
Administration and Planning 

Dennis G. Litde* 
Executive Vice President and 

Chief Financial Officer 

Thomas D. Soutter*" 
Executive Vice President and 

General Counsel 

William F. Wayland 
Executive Vice President 
Human Resources 

Maurice G. Wilkins, Jr.** 
Executive Vice President 
Corporate Development 

Richard A. McWhirter* * * 
Senior Vice President 
Insurance and Environmental 

Affairs 

Raymond W. Caine, Jr.* 
Vice President 
Corporate Communications 

Robe r t s . C l e n d e n e n " 
Vice President 
Internal Audit and 

Business Ethics 

Brian T. Downing 
Vice President and Treasurer 

Amold M. Friedman** 
Vice President and Deputy 

General Counsel 

Edward O. Handy, Jr.*** 
Vice President and Secretary 

Mary L. Howell* 
Vice President 
Government Affairs 

Gregory E. Hudson 
Vice President 
Taxes 

WUliam P. Janovitz* 
Vice President and Controller 

CecUW. Labhart*** 
Vice President 
Information Systems Services 

Loma E.Long** 
Vice President 
Human Resource 

Development and 
Administration 

John L.Morse*** 
Vice President 
Risk Management and 

Insurance 

Richard A. Watson** 
Vice President and President 

TIMCO 

Principal Corporate 
Officers/operations 
William A. Anders* 
Senior Executive Vice 

President Operations 

Donald K. Farrar"* 
Senior Executive Vice 

President Operations 

Quent in G. Achuflf*** 
Senior Vice President 

Fastener Operations 

Gary E. Atwell* * 
Group Vice President 

Robert D. Batting 
Group Vice President 

Charles F. Chapin*** 
Group Vice President 

E. Earl Fleck*** 
Group Vice President 

George H. Hartmann* 
Group Vice President 

Warren R. Lyons 
Group Vice President 

John J. Mahoney*** 
Group Vice President 

Derek Plummer*** 
Group Vice President 

WUlard R. Gallagher* * * 
Vice President 
International 

Experience with Textron and its 
subsidiaries/divisions: 

* 5-9 years 
** 10-19 years 

***20 years and over 
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Shareholder Information 

A n n u a l Meet ing to b e h e l d April 26 in P rov idence 
The annual meedng of Texcron shareholders will be held 
at 10:30 a.m. on Wednesday, April 26, 1989, ac the 
Omni Bilcmore Hocel, 11 Dorrance Screee, Providence, 
Rhode Island. A pcoxy card and proxy scacemene will be 
mailed eo all shareholders approximately five weeks 
before ehe meedng. Proxy cards should be signed, daced 
and recurned prompdy co ensure chac all shares are repre
senced ac che meedng and voced in accordance wich ehe 
inscrucdons of their holders. Shareholders are encour
aged CO accend che annual meedng. 

Abou t Your Securi t ies a n d Records 
The common and preferred stocks of Texcron Inc. are 
lisced on che New York, Midwese and Pacific Scock 
Exchanges and are quoced in ehe daily stock cables car
ried by mose newspapers. The ricker symbol for Texcron 
is TXT. 

Morgan Shareholder Services Trusc Company, 30 
Wesc Broadway, New York, N Y 10007-2192, aces as 
cransfer agenc, regiscrar and dividend paying agenc for 
Texcron seock and maintains all shareholder records for 
che corporacion. Morgan also aces as conversion agenc for 
Texcron's $2 .08 preferred seock and ics $ 1.40 preferred 
dividend scock. 

Shareholders may obeain informacion relaeing co cheir 
share posicion, dividends, ecansfer requiremencs, lose 
cerdficaces, conversion righcs, dividend reinvescmenc 
accouncs and oeher relaced maccers by eelephoning Mor
gan Shareholder Services Trusc Company's "Telephone 
Response Cencer" ac (212) 587-6515. Shareholders musc 
provide cheir cax idendficadon number, the name(s) in 
which cheir shares are regiscered and cheir record address 
when chey requese informacion. This service is available 
CO all shareholders Monday chrough Friday 9:00 a.m. eo 
5:00 p .m- EST- Shareholders also may obeain chis infor
macion by wr idng co Secrecary, Texecon Inc. , P.O. Box 
878 , Providence, RI 0 2 9 0 1 . 

Div idend Payments Mailed Q u a r t e r l y 
"Shareholder of record" refers co a shareholder who is 
endcled eo receive a dividend on ehe "paymenc dace" if he 
or she was lisced as a Texcron shareholder on ehe "record 
dace" (generally ehe Friday on or before ehe I5ch of ehe 
monch nexe preceding che dividend paymenc dace). 

Quarcerly dividends are mailed wieh che incene of 
reaching shareholders of common and preferred scock on 
che firsc business day of January, April , July and Occober. 
Poscal delays may cause accual receipe daces eo vary. 

Free Automat ic Div idend Re inves tmen t 
Texcron's Shareholder Invesemenc Service offers common 
shareholders of record a conveniene mechod co purchase 
addidonal shares of Texcron common seock wichouc pay
ing brokerage, commission or other service fees. 

Pardcipancs in che plan may choose eo have all or pare 
of their dividends aucomadcally reinvesced, make addi
cional cash paymencs or do boch in purchasing shares of 
Texecon common seock. All brokerage expenses for chese 
purchases are paid by Texcron. Personal record keeping is 
simplified by an accounc scacemene chac is mailed co 
pardcipancs-

Obeain more informadon and an auchorizacion form 
by wr idng Secretary, Texecon Inc. , P.O- Box 878, Provi
dence, RI 02901 or by calling (401) 421-2800-

Tax Repor t s o n Div idend I n c o m e 
Texcron is required co reporc eo che Incernai Revenue 
Service che cocal amounc of dividends paid to each share-
holdec during che preceding year. Form 1099, which 
concains ehe informadon supplied by che cransfer agenc 
CO ehe IRS for each shareholder accounc, and Form 1087, 
which covers dividends reinvesced under ehe Shareholder 
Invescmenes Service and brokerage fees and commissions 
paid by Texcron under the service, will be mailed eo 
shareholders after rhe end ofeach calendar year. 

Lost Checks a n d Certificates 
Dividend checks are often delayed or lose when a share
holder moves and does noc nocify the cransfer agenc of his 
or her new address. 

Ir is easy co make an address change. On every divi
dend check, there is a change of address form and a circle 
which may be punched ouc eo indicace co ehe cransfer 
agenc a change of address has been made. 

Lose cerdficaces may be replaced only after issuance of 
an indemnicy bond, for which a premium of abouc 2% of 
che marker value of che scock is charged by an insurance 
company. Shareholders should generally deal direcdy 
wieh cheir brokers and che cransfer agenc who maineains 
shareholder records. 

Addi t ional In fo rma t ion Available to S h a r e h o l d e r s 
Questions abouc Texcron should be directed co ehe Cor
porace Communications Deparcmenc, Texcron Inc. , 40 
Westminseer Screee, Providence, RI 02903 or by calling 
(401)421-2800. 

Form IOK, Proxy Sta tement Available 
After April 1, 1989, shareholders may obtain copies of 
Textron's Form 10-K annual report to the Securities 
and Exchange Commission wi thout charge. Requests 
for this report should be addressed to Textron's Corpo
rate Communicar ions Depar tment . 
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Textron Inc. 

^ extron focuses on three core businesses: 

Aerospace Technology, Commercial 

Products and Financial Services. We have 

_ a substantial share in many of the 

markets we serve. Our 58,000 employees have helped 

Textron earn its reputation as a provider of quality 

products and services around the world. 

Textron's products touch virtually all aspects of our lives. 

You will find them in factories and businesses, in 

your homes and automobiles and on aircraft, spacecraft 

and ships. Our service businesses include consumer 

and commercial finance, and insurance for a growing 

number of individuals and businesses. 

On The Cover: 
The versatility of Bell Hel
icopter Textron's Model 
412SP (Special Perfor
mance) medium helicopter 
makes it well-suited for 
use in law enforcement, 
offshore oil exploration 
and emergency medical 
services. The 412SP 
shown on the cover is 
operated by Mercy Air, inc. 
and is configured for 
medevac flights within a 
150-mile radius of 
San Bernadino, California, 
i ts crew consists of a 
pilot, nurse and medical 
technician. 

1 

Highlights 

(Dollars in millions excepi per share data) 

Revenues 

Income: 
Income befoce extraordinacy losses 
Extcaordinary losses 

Nee income 

Income per common share: 
Income befoce excraordinary losses 
Excraordinary losses 

Ner income 

Average common shares outstanding 

Book value per common share 
Dividends declared per common share 

Retum on shareholders' equity* 

Employees 

* Based on income before extraordinary losses. 

Contents 
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23 Employee/Communiey Commicmene 
27 Financial Secdon 
64 Direccors and Officers 
65 Texcron Divisions and Subsidiaries 
66 Shaceholder Informacion 
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1989 
$ 7,440.1 

$ 268.7 
(9.5) 

$ 259.2 

$ 3.02 
(.11) 

$ 2.91 

88,999,000 

$ 28.24 
$ 1.00 

11% 

58,000 

1988 

$ 7,285-5 

$ 272.1 
(37.7) 

$ 234.4 

$ 3.10 
(.43) 

$ 2.67 

87,910,000 

$ 27.60 
$ 1.00 

12% 

60,000 
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To Our Shareholders: 

Textron displayed considerable 

serengeh in ies core businesses 

in 1989. Revenues and ner 

income rose, led by subscan

dally higher operacing income 

in the finance and insurance segmenrs. The com

pany's net incomeof $259.2 million ($2.91 per 

share) was up from $234.4 million ($2.67 per 

share) in the prior year, when extraordinary 

losses accounted for $.43 per share versus $.11 

per share in 1989. Revenues were $7.4 billion, 

compared with $7.3 billion in 1988. 

Earnings in 1989 were penalized by interesr 

costs of approximately $22.3 million related to 

our acquisition with borrowed funds in January 

1989 of Avdel pic, a fastening systems manu

facturer based in the United Kingdom. We were 

unable to consolidate Avdel earnings pending 

resolution ofthe U.S. Federal Trade Commis

sion's allegations ofthe anticompetitive effects 

ofthe acquisition. For 1989, Avdel's earnings 

before income taxes approximared $23 million. 

The company is defending this acquisition, 

but cannot presently predicr the outcome of 

this dispute. 

Additionally, our sound operating perform

ance was impacted by substantially increased 

costs incurred on cerrain fixed-price conrracts 

for the U.S. Department of Defense. 

Financial Services Growth C o n t i n u e s 

Our Financial Services businesses experienced 

healthy, controlled growth in 1989, reflecting 

the benefits of further improvements in quality 

and service throughout the consumer and com

mercial finance operations and in our disability 

income insurance business. We are especially 

encouraged by Avco Financial Services' contin

ued record low loss ratios and by the ability of all 

ofthe Financial Services businesses to apply cur-

jg-gga-s-; 
••'M'^i-mimm^ms^ 

rent computer technology to expand capacity 

and improve customer service. 

New Commerc ia l / In t e rna t iona l 

O p p o r t u n i t i e s 

The operations overview in this reporr reflects 

our optimism over prospects for expanding 

Textron's commercial and international busi

nesses. In 1989, U.S. exports continued strong, 

accounting for $ 1.2 billion of revenues. In addi

tion, revenues from our non-U.S. operations 

totaled $881 million. We see global opportuni

ties increasing for all of our sectors — Aero

space, Commercial and Financial. Many of our 

divisions have established or are contemplating 

joint ventures or other agreements with firms 

based in Western Europe and rhe Pacific Rim. In 

the United States, we see growth opportunities 

as new partnerships are forged between manu

facturers and suppliers, particularly in the auto

motive industry. Major opporrunities are 

emerging as funds are committed to rebuilding 

rhis country's infrastructure — its highways and 

bridges, outdated air rraffic control systems, 

and aging transportation systems — which 

should have a positive impact on several of our 

businesses. 

Textron's C o n t i n u i n g Role I n Defense 

Notwithstanding the encouraging develop

ments of recent months in the Soviet Union and 

Eastern Europe; concerns about shrinking 

defense budgets which may affect programs 

such as rhe V-22 TiltRotor aircraft and unique 

turbine engines for the Army M1 tank; and a 

generally riskier government contracting envi

ronment, Textron anticipates that for the 

foreseeable furure the United States will need to 

provide for its defense and that there is a role for 

Textron's diverse and sophisticated technologies 

in national defense efforcs. 

James F. Hardymon 
President and Chief 
Operating Officer 

B.F. Dolan 
Chairman and Chief 
Executive Officer 

In the defense industry, we compere at many 

levels, from prime systems contractor to sub

contractor of major components, such as 

hydraulic actuators for aircraft control and tur

bine engines, to parts and specially engineered 

fasteners. Our participation in a wide variety of 

programs, along with ceaming arrangements 

with other defense contractors, enables us to 

spread our risks among many programs in vary

ing stages of development and production while 

competing selectively for new programs. 

P repa red For T h e 1990s 

As we begin the final decade ofthe twentieth 

century, we are pleased with Textron's strategic 

diversity of businesses. In the 1980s, we sub

stantially repositioned the company into a 

larger, more focused entity, doubled sales and 

earnings, raised the dividend and split the com

mon stock two-for-one. We established a major 

new business sector, Financial Services, and 

divested more than two dozen divisions which 

no longer fit our strategic goals. Today, 

your company is better balanced than ever 

before and is well positioned for growth in the 

global marketplace. We have the essential 

elements in place to provide attractive returns ro 

our shareholders: quality products and extensive 

technology, strong financial resources and 

58,000 dedicated and well-trained employees. 

J ames F. H a r d y m o n N a m e d P r e s i d e n t 

In late November, we were delighted to 

announce the election of James E Hardymon as 

president, chief operating officer and a director 

ofthe company. J im, who held these titles at 

Emerson Electric Company, St. Louis, Missouri, 

brings more than 28 years of experience in man

aging successful diversified businesses. He 

is a welcome addition to Textron's senior manage

ment and we expect him to make a significant 

contribution to our growth and profirability. 

On behalf of Textron's management, I would 

like to thank all of our employees, shareholders, 

customers and suppliers for their individual and 

collective support during 1989- We will con

tinue to extend our best efforts to sustain their 

loyalty and commitment in the coming year. 

^ ^ kJ 
B.F. Dolan 

Chairman and Chief Executive Officer 

Februarys, 1990 



Aerospace Technology 

Our Aerospace Technology 

divisions develop and 

manufacture advanced 

technology products 

for government and commercial customers 

worldwide. They produce systems, 

components and materials for both tactical 

and strategic weapons. 

They are active in the development ofthe 

V-22 TiltRotor aircraft, the LHX 

light helicopter and sensor-fuzed "smart" 

weapons, as well as next-generation 

piston and turbine engines and a host 

of other products to be used in the 1990s 

and beyond. They produce helicopters, 

aircraft wings, controls and components, 

and have a large aftermarket business 

for both military and commercial spare 

parts. 

Textron is a major sup
plier of aerospace sys
tems and components 
for military and com
mercial aviation, 
including the wings and 
engines for this Brit ish 

Aerospace B A e l 4 6 
regional commuter jet . 
The Aerospace Tech
nology sector also pro
duces helicopters, 
aircraft hydraulic com
ponents, engine parts, 
and fasteners, as 
well as light armored 
vehicles, air cushion 
landing craft, and 

engines for tanks, 
business jets, helicop
ters, landing craft 
and general aviation 
aircraft. 

Percentage of 
Total Revenues 

1989: 46% 

Percentage of Totai 
Operating Profit 

1989: 42% 



ajor manufac
turers, such 
as Pratt & Whit
ney, General 
Electric and 

Allison, utilize Airfoil 
components. Airfoil 
produces more than 
four million blades and 
vanes each year— 
ranging from one inch 
to more than three feet 
in length (facing page). 

The Aerospace Technology sector 

accounted for $3-4 billion, or 46%, of 

Textron's total revenues and $307.6 

million, or 42%, of irs operating 

income. In 1988, sector revenues and 

operating income were $3.6 billion 

and $300.7 million, respectively. 

This sector's divisions serve the U.S. 

Government and a growing domestic 

and international commercial 

business. 

Textron's defense programs include 

the AH-1W Super Cobra, an 

advanced helicopter gunship for the 

Marine Corps; the Army Helicopter 

Improvement Program (AHIP), 

under which Bell Helicopter produces 

both armed and scout versions ofthe 

OH-58D helicopter, and gas turbine 

engines and turret controls for the 

Army's M1 Tank. We also have a new 

program initiative with General Elec

tric Company to jointly develop and 

produce engines for future heavy 

armored vehicles. Other programs are 

the Landing Craft, Air Cushion for the 

Navy and Marine Corps, and controls 

and other systems for advanced air

craft and spacecraft. In 1989, we 

received our first production order for 

flight control actuators for the Navy's 

A-12 Advanced Tactical Aircraft and 

won contracts for a number of fuel 

control components for that aircraft. 

The A-12 will become the new all-

weather, carrier-based attack aircraft, 

replacing the A-6 Intruder. 

Within the sector, there are several 

large development programs that 

could become major production 

opportunities for Textron. They are 

the V-22 Osprey TiltRotor aircraft for 

he Aircraft Engine 
Components Divi
sion manufactures 
customer-designed 
turbine engine 

components, such as 
these fan discs for 
Pratt & Whitney's 4000 
engine for the Airbus 
310 and Boeing 747. 

^̂  



extron Lycoming 
has been manufac
turing recipro
cating engines for 
general aviation 

fixed wing and rotary 
aircraft for over 
60 years. Nearly 100 
different types of 
aircraft are powered 
by Lycoming engines 
including this six 
cylinder, turbocharged 
model. 

the Marine Corps, Navy and Air Force, 

a family of "smart" anti-armor 

munitions for the Army and Air Force, 

and the Light Helicopter Experimen

tal (LHX) program for the Army. Tex

tron achieved several major milestones 

in these programs during the year. 

The V-22 aircraft, being jointly 

developed by Bell Helicopter and 

Boeing Helicopters under a $1.8 bil

lion fixed-price development contract, 

made its historic first flight in March 

1989 and irs first full conversion to 

the airplane mode in September. Two 

additional production prototype air

craft also flew in 1989 and three more 

V-22s were in various stages of 

completion by the Bell-Boeing team 

at year end. 

Due to defense budget constraints, 

the Secretary of Defense has proposed 

cancellation ofthe program, but Con

gress has approved continued develop

ment funding for fiscal year 1990. 

The Administration's proposed 1991 

defense budget does not include a 

request for continued funding ofthe 

development program, adding uncer

tainty to the outlook. The U.S. 

Armed Forces have indicated an inter

est in buying more than 650 V-22s if 

firm funding and scheduling parame

ters can be reestablished. In addition 

to seeking funds for rhe ongoing 

development, Bell will continue to 

pursue other opportunities for Tilt

Rotor technology which has enormous 

potential applications worldwide. 

Bell Helicopter is teamed with 

McDonnell Douglas Helicopter Com

pany in the competition for develop

ment ofthe LHX helicopter. The 

program is currently in its demonstra

tion/validation phase with the full-

scale development contract due to be 

awarded to one ofthe two competing 

teams at the end of 1990. The LHX 

program, if funded, could result 

in the production of nearly 2,100 heli

copters, starting in the mid-to-late 

1990s, to replace most ofthe helicop

ters currently in the Army's inventory. 

In "smart" weapons development, 

Textron's sensor-fuzed, anti-armor 

munitions met stringent requirements 

in numerous field tests. These muni

tions, which are based on Textron's 

advanced sensor technology, have sig

nificant production potential in the 

1990s. 

Recognizing the diminishing pros

pects for major new U.S. defense initi

atives, the company continued its 

technician per
forms final 
inspection of a 

I hydraulic filter 
I module/reservoir 

at HR Textron's PTi 
Technologies sub
sidiary. The module is 
used on the Model 
214ST helicopter 
manufactured by Bell 
Helicopter Textron. 

efforts to capture a larger share ofthe 

commercial and international aero

space markets. We have joint ventures 

in several countries for production of 

military and commercial helicopters, 

light tanks and armored vehicles, and 

will soon begin deliveries of wing 

components and flight control actua

tion systems for the European Airbus 

A330/A340 aircraft. The company 

also produces turbofan engines and 

wings for British Aerospace's BAe 146 

commuter airliner. It supplies engine 

parts to virtually all ofthe free world's 

turbine aircraft engine manufacturers 

and is a leader in the development and 

production of advanced lightweight 

composite materials for high tempera

ture applications in new generations of 

aircraft and missiles. 

Bell Helicopter has helicopter 

coproduction and license programs in 

place in Indonesia, Norway, Turkey, 

Japan and Italy. Through its world

wide marketing system, Bell sells hel

icopters and spare parts and provides 

aftermarket support services, such as 

technical training and logistics 

support. 

In 1989, we received an order for 

32 commercial helicopters for offshore 

oil drilling support in the Gulf of 

Mexico. 

The aftermarket business for com

mercial aerospace overhaul, repair and 

spare parts is an important business 

for Textron, offering profitable oppor

tunities for the 1990s. Textron 

Lycoming expanded its maintenance 

operations by adding a new facility in 

South Carolina specializing in turbine 

engine repair and overhaul. 
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Commercial Products 

^ 1 n the Commercial Products 

^ 1 sector we have a substantial posi-

^ ^ tion in selected areas ofthe auto-

__••__ motive, specialty fasteners and 

outdoor products markets. In each ofthese 

markets, the company strives to be a leader 

in the development of new products. 

i'iWi 

t r^S!^^ 

•.d,M m «;:;; 
tv.. 

Textron's $ 7 7 7 mill ion interior and exterior 
automotive business 
includes a broad range 
of products, such 
as instrument panels. 

t r im, fasteners, 
and functional parts 
and assemblies, for auto
mobiles and light 
trucks built in North 
America. 

Percentage of 
Total Revenues 

1989: 25% 

Percentage of Totai 
Operating Profit 

1989: 22% 

Sales to domestic automotive producers 

approximated $777 million, or $62 

for every car and light truck built in North 

America. 

New opportunities for automotive 

components and fasteners are arising as the 

major car makers begin focusing on 

"world cars," with global automobile de

signs, for production in both North 

America and Europe. Our outdoor products 

divisions — E-Z-Go, Homelite and 

Jacobsen — are leaders in the golf course, 

building trades and residential lawn 

care markets. 

10 11 



Repairing or 
rebuilding large 
portions of the 
U.S. infrastruc
ture will be a high 

priority item during 
the 1990s. Camcar's 
Camrail timber screws, 
which are used on 
railroad beds and cross
ings, are just one ex
ample of how Textron's 
large fastener busi
ness could benefit 
from renewed interest 
in updating the coun
try's aging transporta
tion systems. 

12 

Textron's Commercial Products busi

nesses are expected to experience sig

nificant growth during the 1990s. 

We also intend to increase market pene

tration in the U.S. while expanding 

our presence in the European Econom

ic Community and the Pacific 

Rim. Revenues of our Commercial 

Products businesses accounted for 

$1.9 billion, or 25%, ofTextron's 

total revenues, and $ 164.6 million, or 

22%, of its operating income, com

pared with $1.7 billion and $177.6 

million, respectively, in 1988. 

Our Commercial Products divisions 

are committed to being among 

the leaders in providing quality prod

ucts at competitive prices. The com

pany continues to expand into world 

markets as opportunities arise. Our 

strength in the automotive-related 

parts and fasteners businesses can be 

attributed to the quality of our prod

ucts and our extensive capabilities in 

research, design, engineering, pro

duction and distribution. Our auto

motive businesses produce functional 

and decorative automotive parts, 

ranging from soft bumpers and body 

moldings to instrument and door 

panels, armrests and wheel covers. We 

also produce camshafts and elec

tromechanical components, including 

fuel pump armatures and windshield 

washer systems. 

U. S. automakers contract for the de

sign and manufacture of their sub

assemblies and related components to 

a relatively small number of suppliers, 

such as Textron, which have the finan

cial resources and technical expertise 

to provide cost-effective solutions to 

astie Pines Golf 
Club in Colorado is 
among the many 
prominent golf 
courses and 

resorts which use E-Z-
Go golf cars and utility 
vehicles. Castle Pines 
is the home of the 
"intemational," a PGA 
Tour tournament 
started in 1986. 

6. V 
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complex problems. We are well-posi

tioned throughout our automotive-

related operations. Most divisions 

have Computer Aided Design (CAD) 

systems linked directly to their OEM 

customers to shorten the design phase. 

Textron is an active participant in the 

quality programs of the "Big Three," 

which are intended to improve quality 

as well as to reduce the cost of quality. 

The Davidson divisions maintain an 

automotive design center which offers 

full design capabilities for their auto

motive customers. In addition, these 

divisions have a centralized research 

and development center providing sup

port in the use of new materials 

and processes and in product develop

ment. This close working relationship 

between the company and its cus

tomers enables Textron to respond 

quickly in a constantly changing, 

competitive environment. 

In 1989, Davidson Instrument 

Panel Textron and Marley Foam Ltd., 

an English company, its long-time 

licensee, formed a joint venture in The 

Netherlands, Davidson Marley B. V., 

to manufacture and sell automotive in

strument panels and related compo

nents in Europe. The joint venture has 

already received a letter of intent from 

Ford Motor Company for the supply of 

instrument panels for a new model line 

to be manufactured in Europe. Sepa

rately, Davidson Instrument Panel will 

supply the instrument panels for 

Ford's North American version ofthis 

new model. 

Joint ventures can be expected to 

become more common as automotive 

producers establish common, global 
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T he North Ameri
can Machine Tool 
Division's Micro-
Precision Opera
tion is completing 

work on this automo
tive piston ring assem
bly machine for a U.S. 
automotive manufac
turer. The machine will 
be used as part of an 
assembly cell to pro
duce 1,200 piston and 
rod components an 
hour. 

automobile designs for production in 

both North America and Europe. 

Such production requires compatibil

ity in the design and process engineer

ing of all components. Automotive 

manufacturers have indicated their 

intention to award worldwide supply 

contracts to suppliers, or groups 

of suppliers, for these various compo

nents. By doing so, the OEMs can 

ensure consistency of product quality 

as well as realize economies of scale 

attainable from high volume supply 

contracts. 

Our specialty fastener divisions 

maintain close ties with their cus

tomers. Our fastener business is broad 

based, producing custom engineered 

components, fasteners, and fastener 

systems for the automotive and aero

space industries and for numerous 

other applications, such as business 

equipment, electronics, aircraft, rail

road, appliance and truck/trailer 

markets. Current opportunities, com

bined with expected heightened activ

ity in the domestic and overseas 

markets, should contribute to strong 

growth in Textron's fastener business 

over the next decade. In the automo

tive area, our fastener divisions are 

actively involved in the development 

ofairbag storage compartments. In 

addition, they have been selected as 

prime suppliers of fasteners to General 

Motors' Saturn Corporation. Textron's 

acquisition of Avdel in 1989 could 

provide Textron with an entry into the 

European fastener marketplace as well 

as in Japan and other overseas markets; 

however, Textron has not been per

mitted to exercise control over Avdel 

pending the outcome ofthe Federal 

Trade Commission's proceeding 

challenging the acquisition as 

anticompetitive. 

We enjoy a strong competitive posi

tion in certain outdoor products 

markets, and in the market for power 

and hand tools used by professionals in 

both construction and industry. We 

are a leading manufacturer of golf 

cars, turf maintenance equipment, 

chain saws, string trimmers and 

related outdoor power equipment. The 

golf car market is expected to experi

ence further growth in the U.S. and 

abroad because more golf courses are 

being built each year in response to a 

continuing rise in the number of peo

ple playing golf. Textron's E-Z-Go 

Division, the leader in the golf car 

market, is well-positioned to take 

advantage of growth opportunities in 

the golf market. E-Z-Go is also pene

trating other commercial/industrial 

markets, such as utility vehicles 

for airports and factories, as well as for 

turf maintenance and individual use. 

Jacobsen products are being developed 

to meet the specific turf care needs of 

the U.S. and overseas markets. Recent 

advances include the introduction of a 

family of multi-wheel drive tractors to 

allow mowing in wet and hilly terrain 

wirhout damaging turf. Homelite's 

broad product mix and competitive 

pricing have enabled it to enjoy 

another year of significant growth. The 

division continues to introduce 

new products featuring state-of-the-

art design, such as its unique HT-17, 

the industry's first gasoline-powered 

hedge trimmer. A new Homelite gen

erator line has been developed 

specifically for European markets. 
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Textron's Financial 
Services sector covers 
a broad range of activi
ties within the con
sumer and commercial 
financial markets. Divi
sions in this sector 
include one of the larg-

v-.^: 

est consumer loan 
operations in the coun
try; a leader in indi
vidual, non-cancellable 
disability income in
surance; and extensive 
leasing and finance 
operations for real 
estate, manufacturing 
and service industries. 

Percentage of 
Total Revenues 

1989: 29% 

Percentage of Total 
Operating Profit 

Financial Services 

businesses enjoy strong com

petitive positions in 

consumer and commercial 

finance, credit related insurance products 

and in non-cancellable individual disability 

income insurance. Avco Financial Serv

ices and Avco Insurance Services conduct 

business largely through some 1,200 

branch offices in the United States, Aus

tralia, Canada and the United Kingdom. 

Avco Insurance also provides key 

lender protection programs and collateral 

insurance tracking services to major 

banks and financial institutions. 

Textron Financial Corporation's commer

cial finance operations provide financing to 

a broad spectrum of American industry. 

Textron's Paul Revere Insurance Group is 

the industry leader in non-cancellable 

individual disability income insurance for 

professionals, business owners and cor

porate executives. It also sells life insurance 

and financial products, along with 

a full line of group insurance products. 

16 
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A vco Financial 
Services, head
quartered in 
Irvine, California, 
provides a work 

environment that stim
ulates the professional 
growth of its employ
ees and instills the 
enthusiasm required to 
compete in a people-
oriented business. 

The Financial Services operations are 

major participants in selected areas 

of large, intensely competitive indus

tries. We pay close attention to the 

fundamentals of loan and insurance 

underwriting, and to improving 

customer loyalty and quality in all 

aspects of our operations. 

In 1989, the Financial Services sec

tor contributed $2.2 billion, or 29%, 

ofTextron's revenues, compared with 

$1.9 billion in 1988. Operating 

income was $260.2 million, or 36%, 

versus $228.5 million in the prior 

year. Improvements are attributed 

to growth, continued record 

low loss ratios and improved claims 

experience. 

Avco Financial Services (AFS) pro

vides direct loans to consumers and 

purchases retail installment contracts 

from merchants. Loans can be either 

unsecured or secured by personal 

property or real estate, depending 

upon the size ofthe loan and other 

factors. 

Avco Insurance meets the needs of 

financial institutions and their cus

tomers with a wide range of products 

including credit life, credit disability, 

collateral protection and mortgage 

protection. In addition, the company 

is building a presence in the direct 

marketing of auto, homeowner 

and supplemental insurance products. 

Avco Financial Services' more than 

1.8 million customers continue to be 

the major source of Avco Insurance's 

business. 

Paul Revere Insurance Group's 

principal product is non-cancellable 

individual disability income insur-

18 

ance. Paul Revere also sells Ufe insur

ance and financial products, such 

as individual and group annuities and 

single premium deferred annuities. 

Its growing group line includes 

long-term disability, medical, life and 

dental insurance. The individual 

disability income markets in which 

Paul Revere competes are moving 

toward group buying patterns. Conse

quently, the company has begun a 

major initiative to provide its sales 

force with a broad portfolio of individ

ual and group products, which are 

structured to suit the needs ofeach 

customer. 

Textron Financial Corporation 

(TFC) conducts its commercial finance 

business through six operating units 

— providing financial services in the 

commercial, aerospace, vendor 

finance, real estate, capital investment 

and floor planning areas. At year end 

1989, TFC's portfolio of loan and lease 

receivables was in excess of $ 1.6 

billion. Late in the year, TFC signifi

cantly increased the size of its real 

estate portfolio to $310 million by 

acquiring substantially all of Signal 

Capital Corporation's portfolio 

of commercial real estate mortgages. 

All four financial services busi

nesses rely heavily on technology to 

remain competitive. Key technologi

cal developments include computer 

enhanced market research, stream

lined premium and claims processing 

methods, and upgraded computer 

hardware and software. 

Improvements were made during 

1989 in the Avco Credit Express 

(ACE) product, which is installed at 

VCO Financial 
Services, Tex
tron's consumer 
finance subsidi-

1 ary, is constantly 
seeking new ways to 
improve customer 
service, in this case, it 
has created a play area 
for children so their 
parents can concen
trate on the busi
ness of applying for a 
personal loan. 
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B usiness owners, 
as well as medi
cal, legal and 
financial 
professionals, 

are the primary 
markets for the Paul 
Revere insurance 
Group's non-cancellable 
individual disability 
income insurance 
products. Paul Revere 
is the leader for North 
America in this 
insurance specialty. 
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more than 700 dealerships nation

wide. This electronic link to AFS 

offices enables credit to be approved 

automatically seven days a week. Sim

ilar capabilities are being planned 

for AFS' international operations. A 

national dealer center, which will 

handle after-hours inquiries from non-

ACE dealers, is under development. 

An automated branch system recently 

introduced in AFS' Canadian opera

tions will be adapted for use in the 

U.S., Australia and the United King

dom. The system, combined with 

well-trained branch personnel, will 

significantly expand the lending 

capacity ofeach loan office. 

Similarly, Paul Revere is taking ad

vantage of major customer service 

enhancement opportunities by using 

current computer technology to auto

mate rourine underwriting and claims 

management tasks and eliminate 

processing steps wherever possible. 

The Financial Services operations 

are continually evaluating opportuni

ties to expand their businesses. In 

the case of TFC and Paul Revere, such 

growth can be supplemented by 

the development of blocks of business 

which fit their respective product 

niches. For AFS, which already has 

finance and insurance operations in 

the United Kingdom, growth is 

planned from increased product offer

ings in existing overseas markets and 

expansion into new markets, particu

larly in Europe. 

extron Financial 
Corporation, the 
company's com
mercial finance 
operation, 

provides equipment 
leasing, real estate 
financing, and secured 
asset and inventory 
financing through 
4 0 offices across the 
United States, in 
1989 , TFC marked its 
eleventh consecutive 
year of increased reve
nues and earnings. 
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Air stripping, one of 
several commonly 
used methods to re
move organic con
taminants from ground 
water, is conducted in 

large diameter towers 
such as the units illus
trated. Textron is 
constantly striving to 
identify innovative 
technologies to ensure 
compliance with en
vironmental laws and 
regulations. 
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Employee/Community 
Commitment 

T„ „ . . „ , — 
to supporting programs that 

involve, motivate and 

educate its workforce. We 

also seek to be a good neighbor in our 

"hometown" plant communities by partici

pating in civic, cultural and educational 

programs. 

The company's high priority on devel

opment of its people benefits both Textron 

and its employees. Textron recognizes 

the varying needs of individual workers by 

tailoring career opportunities. Through 

well-trained and enthusiastic employees, 

the company remains flexible and 

responsive in the dynamic economic and 

political environment of today's world. 
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extron employees 
are active volun
teers in their local 
communities 
across the coun

try. Gary Bohling, 
safety manager at Tex
tron's CWC Castings 

Division, has been a f i re
fighter for Whitehall, 
Michigan's 37-
member volunteer f ire 
department for 18 
years, serving as chief 
for the last nine years. 
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Textron provides its employees with 

numerous educational and vocational 

opportunities as well as employee 

training programs. Such programs 

include skills and management train

ing, participatory programs such as 

quality circles and formal educational 

opportunities which are promoted 

through career counseling and tuition 

reimbursement for degree studies. 

Specific employee involvement pro

grams have been implemented. For 

example, Avco Financial Services, 

Bell Helicopter, Paul Revere, Textron 

Financial Corporation and several 

other divisions have "Excellence" and 

"Quality" programs which train large 

numbers of employees in the princi

ples of group dynamics and problem-

solving. Employees then apply what 

they learn to resolve work-related 

problems. Some ofthese programs 

provide special financial incentives to 

quality teams that meet or exceed 

their objectives. 

Textron sponsors career develop

ment programs for management 

employees at colleges and universities 

and through internal programs with 

the Harvard Business School and other 

educational institutions. 

In addition to an array of educa

tional opportunities, Textron offers its 

employees a broad range of "wellness" 

programs which encourage healthful 

habits and lifestyles. These include 

stress and weight control, smoking 

cessation, blood pressure monitoring, 

nutrition awareness and physical 

fitness. Textron is committed to a 

drug-free workplace through pre-

employment testing and, under cer-

extron provides 
its employees with 
opportunities to 
participate in 
a variety of "wel l 

ness" programs and 
other health-related ac
tivities. Company-
sponsored programs 
include blood pressure 
checks, cholesterol 
screening, aerobics, 
weight reduction 
and nutrition classes 
and smoking cessation 
clinics. 
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tain circumstances, the testing of 

active employees. As part ofTextron's 

Employee Assistance Program, 

employees may seek confidential help 

with alcohol and drug abuse prob

lems, marriage and family problems, 

and emotional and financial 

difficulties. 

Community Support 
Textron staunchly supports commu
nity, civic and educational activities, 
both directly and through the gen
erosity of its employees. The Textron 
Charitable Trust provides financial 
assistance to non-profit organizations 
on a nationwide basis. In addition, 
it offers college tuition assistance and 
matches employee contributions to 
cultural and educational institutions 
and hospitals. Divisions respond to 
the needs ofthe communities in which 
they operate by providing volunteers 
and financial assistance to cultural and 
health organizations, youth groups 
and educational institutions. Avco 
Financial Services, through its partici
pation in an Orange County, Califor
nia drug education program, helped 
to create an award-winning video 
which preceded the showing of movies 
in theaters there. 

Divisions also participate in out
reach programs for minorities and the 
disadvantaged, including special pro
grams for battered women. 

Environmental, Health and Safety 
Activities 
As a responsible corporare citizen, 
Textron is encouraging its divisions to 
reduce the quantity ofwaste generated 

and the level of chemical emissions 
through a combination of product re
design, changes in manufacturing 
processes, materials substitution and 
recycling. 

Davidson Instrument Panel's 
Farmington, New Hampshire opera
tions developed a new pilot process in 
1989 to recycle its waste materials 
into salable products to other indus
tries. By late 1990, Davidson expects 
to be processing virtually all ofthe 
plant's waste materials, some 3-2 mil
lion pounds of vinyl and urethane 
foam scrap, at a net savings of approxi
mately $400,000. 

Textron continues to emphasize 
employee safety and health as evi
denced by an accident rate which is 
substantially lower than the national 
average for comparable industries. 
New programs have been introduced 
to study and reduce the incidence 
of repetitive motion and cumulative 
trauma disorders which can affect 
manufacturing and office employees 
alike. This "ergonomics" or human 
factors engineering effort concentrates 
on workplace redesign, automation 
and training to minimize the likeli
hood of such injuries. 

At Davidson Interior Trim in 
Dover, New Hampshire, a safety initi
ative was introduced in early 1989 
which included newly designed hand 
tools, molds, workstations, anti-
fatigue floor mats and audiovisuals 
emphasizing rhe plant's safety proce
dures. These efforts and ergonomic 
improvements resulted in a 42 percent 
reducrion in OSHA recordable inci
dents, a savings of $440,000 in labor 
and materials due to mold redesign 
and a reduction in the annual 
employee turnover rate to less than 
one percent. 
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1 

Financial Review 

Liquidity and Capital Resources 
Financing for Texcron is conducted chrough two separace 
borrowing gcoups: che Texcron Parent Company Borrow
ing Group (consisting of all encicies of Textron other chan 
its finance and insurance subsidiaries) and the finance and 
insucance subsidiaries. This framework allows che 
finance and insurance subsidiaries, with specialized 
needs relaced co cheir porcfolios of receivables and invest
ments, CO finance their respecrive operarions, each 
chrough ics own external group of credicors wichout 
guarancee from the Texcron Parenc Company Borrowing 
Group. Accordingly, che liquidity and capical cesources 
ofTextron's operacions are besc understood by separacely 
considering its independenc borrowing groups. 

Textron Parent Company Borrowing Group 
Sources of cash to che Textron Parenc Company Borrow
ing Group include cash generaced by the operacions 
within this group and dividends received from the 
finance and insurance subsidiaries, supplemenced wich 
borrowings. Information about che cash flows of chis 
group for each of che chree years in che period ended 
December 30, 1989 is sec forth in che Group's scacemene 
of cash flows included in Note 18 (page 59) co che 
consolidated financial scacemencs. 

In 1989, che Texcron Parenc Company Borrowing 
Group's operacing accivicies provided cash flows of 
$261.2 million, which reflecced a reducdon in receiv
ables due primarily co che eiming of colleccions and 
shipments on certain programs and contracc loss reserves 
provided against cercain unbilled receivables, offsee by 
an increased level of inveneories related to boch che stare-
up of Textron Aeroserucrures' wing program for che 
A330/A340 Airbus and che eiming of cercain shipmencs. 

Progress payment races, which remain below cheir 
hiscorical highs, and slower paymenc of billings submic
ced to the U.S. Governmene have concinued to resulc in 
greacer working capical invesemenc by defense 
concraceors. 

The Group's debr increased in 1989 by $ 167.4 mil
lion principally as a resulc of cash required for che acqui
sidon of Avdel, capical assee addicions and paymencs of 
dividends, which colleccively exceeded operacing cash 
flows. Ics ratio of debe co coeal capical remained ac 43% ac 
December 30, 1989-

In early 1989, Texecon acquired Avdel pic, a faseening 
syscems manufaccuring business based in England, che 
cotal cose of which approximaced $250 million- In 
March 1989, che U.S. Federal Trade Commission (FTC) 
obcained a preliminary injunceion from rhe U.S. Discricc 
Courc for ehe Discrice of Columbia enjoining Texcron 
from assuming or exercising any form of direccion or 

control over che assecs or operarions of Avdel uncil a 
decerminacion has been made whecher che acquisidon of 
Avdel by Textron would, as che FTC assercs, rescricc 
competidon in violadon of Secdon 5 of che FTC Acc and 
Secdon 7 of che Claycon Acc. As a resulc of che prelimi
nary injunceion and in accordance with generally 
accepeed accoundng principles, Texcron is precluded 
from consolidadng in ics financial scacemencs che resulcs 
of operadons of Avdel and is checefore carrying ics invese
menc in Avdel at cost. Texcron is defending ics acqui
sidon of Avdel. Avdel's cash flow is noe available co Tex
tron ac che presenc dme. 

In 1988, cash flows from operacing acdvides of 
$117.7 million reflecced reducrions of accrued and ocher 
liabilides, related principally to the liquidadon of con
craccual obligadons, as well as increased levels of receiv
ables and inventories. The Group's debt increased by 
$298.9 million principally as a resulc of cash required for 
capical assee addidons, purchases of creasury shares and 
payments of dividends exceeding operating cash flows. 

In 1987, posidve cash flows from operacing accivicies, 
inveseing accivicies (including proceeds of $293.0 mil
lion from sales of discondnued operadons), and from rhe 
sale of common scock ($195.6 million), enabled che 
Group ro reduce ics borrowings by $723-2 million. 

Capical expendicures during each of che chree years in 
the period ended December 30, 1989 ($210 million, 
$ 193 million and $218 million, respeccively) were pri
marily for che replacemenc of machinery and equipmenc, 
both for increased capacicy ac exisdng facilides and for 
expansion to accommodace new produce lines. A sub
scandal pordon of such expendicures related co che Aero
space Technology seccor. Capital expendicures during 
1990 are not expected eo differ substandally fcom che 
level of such expendicures in 1989-

Texcron is involved in a number of remedial acdons 
under various federal and scace laws and regulacions relae
ing CO che environmenc which impose liabilicy on compa
nies CO clean up, or concribuce co che cose of cleaning up, 
sices on which cheir hazardous wasces or macerials were 
disposed or released. Expenditures co evaluace and reme-
diace concaminaced sices, including capical expenditures, 
were noc macerial in ehe years 1987 chrough 1989-

Texeron currendy projeccs thac expendicures for remedia
don, including capical expendicures, will range becween 
$ 15 million and $25 million for each of che years 1990 
and 1991. 

Boch federal and scace governments (and, co a lesser 
excent, chird pardes) condnue eo idencify addicional sices 
for remediadon under environmencal legisladon. Based 
upon currenc experience, Texcron andcipaces chac ic will 
become involved in addidonal maccers ofthis cype. Tex
tron cannot, however, reasonably estimate ac chis cime 
che overall coscs of remedial acdons, including chose 
already identified and addidonal similar acdons beyond 
1991, because of (a) uncercaindes abouc che nature of 
environmencal regulacions being promulgated and che 
applicadon of those regulacions, (b) che unavailabilicy of 
informadon about che number of addicional sites ac 
which Texcron may be idendfied as a pocendally respon
sible party, (c) che level ofcleanup chac may be required 
ac specific sites and choices concerning che technologies 
to be applied in corrective acdons, (d) the number of 
contributors to che coscs of remediadon ac specific sites, 
and (e) the dme periods over which remediation may 
occur. 

Based upon the information currendy available, Tex
tron believes it has made adequate provision for costs 
associated with known remediadon efforrs, in accordance 
with generally accepted accounting principles. Despite 
the uncertainty concerning the overall costs of remedial 
actions after 1991, ir is not anticipated that such costs 
will have a material adverse effect on the liquidity or 
financial condidon of Textron. 

As part of managing ics interest race exposure on 
certain of ics borrowings, Texcron enters inro various 
inceresc rate agreements. Ac December 30, 1989, Tex
tron was parcy to ineerest rate exchange agreemencs, 
eneered into primarily in 1988 and 1989, which mici-
gace ics exposure co increases in inceresc rares on certain 
of ics variable rate debe. These agreements, which expire 
through 2004, had the effecc of fixing che race of inceresc 
at approximacely 9-51% on $313-1 million of variable 
race borrowings ar December 30, 1989- Texcron termi-
naced seven inceresc rate exchange agreemencs in early 
1990, covering $250 million of variable inceresc race 
borrowings. Textron may replace such inceresc rate 
exchange agreements with new agreemencs which have a 
longer average life if marker condidons improve. In con
juncdon with the early 1989 issuance of $ 100 million of 
10-55% Senior Noces due 1990, Textron eneered inco an 
ineerest rate exchange agreement, which had che effecc of 
converdng Texcron's race of inceresc on che noces co a 
variable race of 8.50% ac December 30, 1989- In addi
don, Textron eneered inco inceresc race cap agreemencs in 
1989, expiring in 1990, which had che effecc of capping 
Texcron's effecdve inceresc cose ae approximacely 10.85% 
on approximacely $240 million of borrowings at Decem
ber 30, 1989- Texcron's inceresc rare caps enable it ro 
limic ics exposure co increasing ineerest rares by provid

ing forpaymenrs to Textron in the event that inceresc 
races exceed specified levels. 

In May 1989, the Textron Savings Plan became an 
employee scock ownership plan. In June, che Plan pur
chased from Texcron 3,652,969 shares of Textron com
mon scock (which Texcron had held in ies treasury) wich 
the proceeds of a $ 100 million bank loan co che Plan, che 
repayment of which is guaraneeed by Texcron. The pur
chased shares are being held by che cruscee of che Plan 
uncil allocaced co the accouncs of pardcipancs. 

Textron applied che proceeds from irs sale ofthese 
shares co reduce ics debe. However, since Texcron has 
guaranteed the repayment by che Plan of ics $ 100 million 
bank loan, Texcron was required co record $ 100 million 
as debt wich ehe offsetdng charge (represendng, effec
cively, Texcron's prepayment of future employee benefits) 
recorded as a reducdon of shareholders' equicy. 

In 1989, Textron announced chat it may purchase up 
to an aggregace of five million of ics common shares from 
cime CO cime in che open markee or otherwise. No such 
purchases have been made to dare. 

Texcron had $177.1 million available at December 
30, 1989 for che issuance of unsecured debt securicies 
under its shelf registradon scacement wich che Securicies 
and Exchange Commission. Credic facilides not used or 
reserved as support for commercial paper or bank bor
rowings were $2.9 billion ar December 30, 1989. 

Management believes chae che Textron Parent Com
pany Borrowing Group will condnue co have adequace 
access co credir markecs and chac ics credic facilities and 
cash flow from operations — including dividends 
received from Textron's finance and insurance operacions 
— will condnue co be more chan sufficient co meee ics 
operadng needs and co finance andcipated growth. 

Finance and insurance subsidiaries 
This group includes Avco Financial Services, Inc. (AFS), 
consisdng of Avco Financial Services Group and Avco 
Insurance Services (AIS), Texcron Financial Corporacion 
(TFC), and The Paul Revere Insurance Group. The 
insurance operarions have historically generated posidve 
cash flows sufficienc co preclude che need for borrowings. 
Informadon abouc che cash flows ofthis group for each of 
che three years in che period ended December 31, 1989 is 
sec forch in che Group's scacement of cash flows included 
in Noce 18 (page 61) to the consolidated financial 
scacemencs. 

AFS and TFC each udlize a broad base of financial 
sources for cheir respecdve liquidicy and capital require-
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mencs. Cash is provided boch from operacions and several 
differene sources of borrowings, including unsecuced 
borrowings under bank lines of credic, che issuance of 
commercial paper and sales of medium- and long-cerm 
debt. During 1989, che nee proceeds from medium- and 
long-cerm financing sources cocaled $896.3 million; 
debe increased by $582 .1 million in 1989, due pdnci -
pally CO growch in finance receivables- Such growch 
reflecced increases in consumer loans and real estace 
receivables, including TFC's purchase lace in che year of a 
porcfolio of commercial real eseaee moregages. 

In eady 1989, AFS filed a shelf registradon scacemene 
wich che Securides and Exchange Commission increasing 
its shelf eo cover up co an aggregace of $600 million of 
unsecured debe securides and had issued by year end 
$301 million of such securicies. 

AFS and TFC have inceresc race exchange agreemenrs, 
which expire chrough 1999, which had che effecc of 
fixing the rate of interest at approximately 10 .5% on 
$407.8 million of variable inrerest rate borrowings 
(principally foreign) ac December 3 1 , 1989- AFS expeces 
CO replace fixed rate long-cerm debe maeuring in 1990 
and thereafeer wich variable race shorc-cerm debe, and in 
contempladon of doing so has eneered inro inceresc rate 
exchange agreemencs which will have che effecc of fixing 
the race of inceresc at approximacely 9 - 6 5 % o n $ 3 l 4 . 8 
million of such variable race debe. In addidon, AFS has 
cercain agreements, entered inco in 1989 and expiring 
chrough 1993, whereby ic will receive paymencs if ineer
est races exceed specified levels and will make paymencs if 
interest races decline below specified levels, wich respecc 
CO approximacely $ 147 million of borrowings ac Decem
ber 3 1 , 1989. TFC eneered into inceresc race cap agree
mencs in 1989, for a period of 18 monchs, which had che 
effect of capping TFC's effecdve inceresc cost ac approxi
mately 10.07% on approximacely $45 million of bor
rowings ac December 3 1 , 1989. 

For liquidicy purposes, AFS and TFC have a policy of 
maincaining sufficienc unused bank lines of credir co 
supporc cheir oucscanding commercial paper. Lines of 
credit noc used or reserved as supporc for commercial 
paper and bank borrowings amounted co $851 million ae 
December 3 1 , 1989-

The amounc of che nee assecs of Texcron's finance and 
insurance subsidiaries available for cash dividends and 
ocher paymencs co che Texcron Parenc Company Borrow
ing Group is rescricced by che cerms of lending agree
ments and insurance scaeucory requiremencs. The finance 
and insurance subsidiaries paid dividends of $54 .0 mil
lion, $34.8 million and $57.5 million co che Texcron 
Parenc Company Borrowing Group in 1989, 1988 and 
1987, respeccively. 

For furcher informacion abouc che debe and credic 
facilides of che Textron Parenc Company Borrowing 
Group and che finance and insurance subsidiaries, see 
Noce 9 CO che consolidated financial stacemencs. 
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Results of Operations 
1989 vs. 1988 
Texcron's income before excraordinary losses in 1989 was 
$268.7 mil l ion($3-02pershare)compared wich $272-1 
million ($3.10 per share) in 1988. Revenues were $7-4 
billion in 1989compared wieh $7 .3 billion in 1988. 

Operacing profics of Texcron's six business segmencs 
aggregaced $732-4 million in 1989, compaced wieh 
$706-8 million in 1988. See che table below under che 
capcion "Revenues and Income by Business Segmenc" 
and che discussion of che results ofeach segmenc which 
begins on page 32. 

Corporace expenses in 1989 reflece che favorable effecc 
of foreign exchange gains. Higher inceresc expense 
refleccs $22 .3 million aecdbueable co che debe incucred 
eo finance ehe acquisidon of Avdel and che effecc of higher 
inceresc races- Texcron's 1989 resulcs reflece a lower effec
tive income cax race of 3 4 . 5 % compared wich 37-2% in 
1988, due principally Co research and development cax 
credics. (See Noce 14 for furcher informacion abouc 
income caxes.) Earnings per share for 1989 reflece an 
increased average number of shares oucscanding over 
che prior year 

Net income in 1989 was $259-2 million ($2.91 per 
share) after an excraordinary loss of $9- 5 million ($.11 
per share) arising from an interim arbicraeion ruling 
reladng co Bell Helicopcer's coproducrion agreemene 
with che former Government of Iran, which was cermi-
naced in 1978. Nee income in 1988 was $234.4 million 
($2.67 per share), afcer excraordinary losses aggregacing 
$37.7 million ($.43 per share) resuhing from (a) a ruling 
by arbicracors in 1988 relative to insurance froncing 
programs in which one of che insurance subsidiaries of 
AFS pardcipated wich ocher insurance companies, which 
programs were disconcinued prior to December 3 1 , 
1985 ($28.0 million, or $.32 per share), and (b) che early 
redempcion of approximacely $ 130 million of high ineer
est race debe ($9-7 million, or $. 11 per share). 

• i Earnings Per Share - Continuing Operations 
rZ] Dividends Declared Per Share 

19881 

19871 

$,80 I $1,60 1 $2.40 I $3.20 I 
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Revenues and Income by Business Segment 
For a description ofthe businesses comprising each segment and for 
additional financial information by business segment, see Note 17. 

Bus iness Segment s 
(In millions) 

Revenues I n c o m e 

1989 1988 1987 1989 1988 1987 

Aerospace Technology: 
Helicopcers 
Propulsion 
Syscems 

$1,078.5 $1 ,271 .9 $1 ,176 .9 
1,331.2 1,308.4 1,398.5 

971.0 1,028.0 1,300.6 

$ 94.5 $ 81.5 $ 68 .9 
132.5 148.2 141.4 

80.6 71.0 100.1 

Commercial Products 

Financial Services: 
Finance and related insurance 
Orher insurance 

3,380.7 

1,891.8 

1,174.2 
983.8 

2,158.0 

3,608.3 

1,734.4 

1,036.9 
899.8 

1,936.7 

3,876.0 

1,512.4 

952.1 
814.7 

1,766.8 

307.6 

164.6 

169.5 
90.7 

260.2 

300.7 

177.6 

154.8 
73.7 

228.5 

310.4 

159.5 

169.4 
83.9 

253.3 

net Corporate expenses and other — i 
Interest expense — net 

Income from continuing operations before income taxes 

$7,430.5 $7 ,279 .4 $7 ,155 .2 732.4 706.8 723.2 

(68.6) (71.1) (73.5) 
(253.5) (202.4) (197.1) 

$410.3 $433.3 $452 .6 

Notes: 
(i) Revenues by business segment exclude investment income ofthe 
Textron Parent Company Borrowing Group. 
(ii) Income ofthe Finance and related insurance segment is net of 
interest expense. Such incomefor 1987 includes a $52.3 million 
pre-tax gain on the sale of AFS' credit card receivables. 

(iii) Income ofthe Financial Services segments includes net pre-tax 
capital gains of $8 million in 1989, $11 million in 1988 and 
$22 million in 1987, principally in the Other insurance segment, 
(iv) Revenues between segments were approximately 1 % of total 
revenues in each year. 

Backlog 

(In millions) 
D e c e m b e r 30, 

1989 

December 3 1 , 
1988 

Government :* 
Helicopters 
Propulsion 
Systems 
Commercial Products 

) 888.0 
717.0 

1,285.3 
.7 

$ 984 .6 
1,147.2 
1,305.9 

.7 

2,891.0 3 ,438.4 

Commerc ia l : . 
Helicopters 
Propulsion 
Systems 
Commercial Products 

524.2 
840.2 
704.7 
228.4 

520.7 
638 .1 
820 .4 
280.5 

2,297.5 2 ,259 .7 

$5,188.5 $5 ,698 .1 

*The decline in Textron's backlog at December 30, 1989 with respect 
to government business was primarily due to performance on (a) 
Lycoming's multi-year contract for the AGT 1500 gas turbine 
engine for the U.S. Army's Ml Abrams main battle tank (to be 

completed in early 1991), for which a follow-on contract is expected 
to be awarded in 1990, and(b) Bell Helicopter's V-22 Osprey 
TiltRotor aircraft full scale development contract. 
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Results of Operations (continued) 
1988 vs. 1987 
Income from continuing operadons was $272.1 million 
($3.10 per share) in 1988, an increase of $ 11.0 million 
over 1987 results of $261.1 million ($2.97 pershare). 
Results for 1988 included afeer-eax capical gains 
of$7.2 million ($.08 per share), while 1987 resulcs 
included afeec-cax gains aggregacing $48.1 million 
($.55 per share) from che sale of AFS' credir card receiv
ables and from capital gains. Revenues increased to 
$7.3 billion from $7.2 billion in 1987 -

Operating profits aggregated $706.8 million in 1988, 
compared to $723.2 million in 1987, which included 
the gain — $52.3 million pre-cax — on the sale of AFS' 
credir card receivables, as discussed below. 

Corporace expenses approximaced cheir 1987 level. 
Inceresc expense of che Texcron Parenc Company Borrow
ing Group increased slighdy over che 1987 level as the 
benefic of a lower level of average borrowings in 1988 was 
offsee by ehe effecc of higher inceresc races. Texcron's 
effecdve income cax race in 1988 was lower chan the 
1987 race, principally due to a reducdon in che 1988 
federal scaeucory income cax race for corporarions. 

Nee income for 1988 of $234.4 million ($2.67 per 
share) included extraordinary losses, after income taxes, 
aggregacing $37.7 million($.43 pershare). Nee income 
for 1987 of $256.3 million ($2.92 per share) included an 
excraordinary loss of $32.6 million ($.37 per share) 
resulcing primarily from che redemption of high inceresc 
rate debt by AFS, which was substandally offset by an 
after-taxgainof $27.8 million ($.32 per share) from 
discontinued operations. 

Aerospace Technology 
1989 vs. 1988 
The Aerospace Technology sector reporced revenues of 
$3.4 billion in 1989, $228 million lower chan ehe 1988 
level, while income increased slighdy co $307.6 million. 
The higher income was due co improved performances in 
the Helicopcers and Syscems segmencs, the benefit of 
which was partially offset by lower income in che Propul
sion segmenc. 

Bell Helicopcer's revenues declined by $ 193.4 million 
in 1989, due principally co lower U.S. milicary sales, 
reflecdng a decreased level of effore on che Bell-Boeing 
V-22 TileRocor aircraft fixed-price developmenC pro
gram, and lower commercial medium ship sales. Bell's 
income increased $ 13-0 million largely as a resulc of a 
more favorable mix of sales in ics non-U.S. Governmene 
business, pardally offsee by an increase in the provision 
for cose increases on che V-22 program — approximacely 
$50 million in 1989 compared wich $25 million in 
1988-

In 1986, the Bell-Boeing ceam was awarded che V-22 
full scale developmenC (FSD) concract ac a cargec price of 
$ 1.729 billion, wieh a ceiling price of $ 1.826 billion. 

32 

Funding presencly obligaced eo ehe conccacc by che U.S. 
Governmene is $1,645 billion. 

During 1989, several major milescones were achieved 
in che joinc developmenC ofthe V-22 aircraft, including 
firsc flight and successful conversion from helicopcer 
mode CO airplane mode. However, in April 1989 uncer
caincy arose as co condnued funding for che V-22 when 
che Adminiscradon proposed to cancel che program and 
eliminaee all funding from che defense budgec for fiscal 
year 1990. Congress, however, approved condnued FSD 
funding for fiscal year 1990, which began on October 1, 
1989. Conccacced work under the FSD conccacc concin-
ues, wich ehe Governmene having obligaced an addi
cional $38 million Co che eonerace in Occober 1989 and 
$ 117 million in January 1990. 

In December 1989, che Navy cerminaced a relaced 
V-22 long lead pilor producdon eonerace and deobligaced 
$200 million of fiscal year 1989 funds (leaving $78 
million co cover Bell-Boeing cerminadon coscs). The 
Adminiscradon's proposed fiscal year 1991 defense 
budgec does not include a requese for concinued funding 
of che developmenC program, adding furcher uncercainty 
to the outlook for the V-22 program. While in the long 
term Bell would lose the benefic of producdon of V-22 
aircraft ifthe program were canceled, Textron believes 
chac cerminadon ofthe V-22 eonerace would noc have a 
material adverse effect on its income or cash flows in the 
shorter cerm. 

Texcron believes ic has made adequace provision for 
andcipated losses on che V-22 developmenC program, 
including losses rhat would resulc ifthe eonerace were 
terminated during 1990. Although Textron believes thac 
the overall cose estimaces for the V-22 program are rea
sonable, such escimaces remain subject ro che uncertain
ties inherenc in all large scale fixed-price developmenC 
concraecs. 

In addition co seeking concinued funding of ehe ongo
ing FSD effort, Bell-Boeing will condnue cheir efforts co 
secure producdon funds chac would allow the rescart of 
pilot producdon efforcs. Bell will also condnue co pursue 
other development and producdon opporcunides for 
TilcRotor technology, as well as other opporcunides chat 
may arise in che rocary aircraft markecs. The likelihood 
of success in chese efforcs cannoc be decermined ac che 
presenc time. 

The Propulsion segmenc's revenues increased $22.8 
million in 1989 principally due Co increased volume ac 
Texcron Lycoming, which experienced a seven week 
work stoppage in 1988, while income declined $15.7 
million. Lycoming's income declined as che effeccs of 
(a) a cumuladve adjusemene recorded co reflece a reduc
don in che escimaced profic margin on che muld-year gas 
turbine engine conccacc for che M1 Abrams cank, (b) 
increased produce developmenC and produce improve-
menc costs, and (c) a reduced level of overhaul sales and 
reduced margins on milicary spares were only pardally 
offsee by the benefic of increased engine deliveries. 
Income declined ac cercain ocher divisions due princi

pally CO lower milicary sales and lower margins on com
mercial programs as a resulc of a change in produce mix 
from macure programs co new programs. 

The Adminiscradon has proposed a significane 
decrease in producdon in 1992 of che M1 Abrams cank, 
which is powered by Lycoming's gas curbine engines, and 
che complece cerminadon of producdon chereafcer. Tank 
producdon in 1990 and 1991 should noc be significandy 
impaceed, as chese years are funded at current producdon 
levels. Terminadon of cank producdon could resulc in an 
increase in ehe price of che cank, which would adversely 
impace ies competitiveness in che internadonal markee. 
Lycoming is acdvely seeking co have producdon funds 
for che M1 cank rescoced. The likelihood of success in 
chese efforcs cannoc be decermined ae che presenc eime. 

The Systems segmenc's revenues declined $57-0 mil
lion due principally co che compledon of Texcron Aero-
scruccures' C-5B wing program in 1988, while income 
increased $9-6 million. Texcron Aeroscruceures' income 
increased as che benefic of a cumuladve adjusemene 
recorded to reflece an increase in ehe esdmaced profic 
margin on a commercial program more than offsee che 
effecc of che significane decrease in revenues resuldng 
ftom che compledon of ics C-5B wing program. Texcron 
Marine Systems recorded a scrong increase in income as a 
resulc of increased revenues on irs LCAC landing craft 
program. Cadillac Gage Texcron's revenues increased as a 
result of deliveries of Scingray canks under a major eon
erace with an overseas cuseomer. However, its income 
declined as lower volume and reduced margins on concrol 
syscems products and reduced sales of armored combat 
vehicles more than offsee che benefic of che higher level of 
Scingray revenues. Bell Aerospace Textron's revenues 
decreased, due principally to a reduced volume of aircraft 
landing systems and rhe compledon of a gravicy sensor 
system developmenC and producdon conrract. Its income 
approximated lasc year's level, as rhe effeccs of lower 
revenues and additional provisions for cost increases on 
fixed-price developmenC contracts were offset by favora
ble pricing adjustments. Textron Defense Systems' reve
nues and income approximaced lasc year's levels, as 
resulcs in both years reflected significane cose increases on 
certain fixed-price concraecs. Provisions for cose increases 
on certain fixed-price concraecs were significane to the 
Syscems segment and were approximately ac che same 
level in 1989 as chey were in 1988. These concraecs are 
scheduled co be compleced in 1990. 

Defense expendicures are expecced co decline in the 
next several years as a resulc of condnuing pressures co 
reduce federal ouclays. Defense induscry profits also con
tinue to be negatively impacted by procurement rrends 
experienced in recenc years, including the effeccs of 
increased compeddon requiring significant contractor 
invesement, increased conrraccor financing of rooling and 
special equipmenc, and higher levels of nonrecoverable 
coses. 

Textron has a diversified presence in boch che commer
cial and governmene aerospace markers, and is focusing 

its resources where ie has eechnological or oeher comped
cive advaneages. Accordingly, che resulcs of Texcron's 
Aerospace Technology seccor are noe expecced eo decline 
in 1990 as che benefies of (a) a scrong U.S- and interna
donal commercial aerospace marker, (b) Texcron's diver-
sificadon wichin ics U.S. Governmene business, and (c) 
the scheduled compledon in 1990 of cercain fixed-price 
contraces on which significant cose increases have been 
incurred in prior years, should cend co offsee che effeccs 
of che anticipaced decline in overall U.S. Governmene 
spending for defense. 

1988 vs. 1987 
Aerospace Technology revenues of $3.6 billion in 1988 
were $268 million lower chan che 1987 level, while 
income declined $9.7 million co $300.7 million. The 
lower revenues and income were due primarily co the 
completion of che B-IB wing program in late 1987, par-
daily offsee by a scronger performance ac Bell Helicopcer. 

Bell Helicopcer's revenues increased by $95.0 million 
in 1988 and its income increased by $ 12.6 million, due 
largely co scrong sales in ics non-U.S. Governmene busi
ness, offsee in pare by a provision for cost increases on the 
V-22 fixed-price development contract. 

The Propulsion segment's income increased slightly in 
1988, despice a $90.1 million decline in revenues. A 
reduced level of development costs on Textron Lycom
ing's T800 engine program (which was compleced in 
1988 when che Lycoming-Pratc & Whitney ceam was noc 
selecced to continue the development effort) and an 
increased level of commercial and customer support oper
ations were only partially offset by the effects of lower 
volume and margins on U. S. military engine business at 
Lycoming, which experienced a seven week work stop
page in mid-1988. In addition, sales volumes and mar
gins on U.S. military business at other divisions were 
lower as well. Lower revenues and profirs in che Syscems 
segmenc resulced principally from the compledon ofthe 
B- IB wing program in lace 1987 and lower sales and 
higher coscs on cercain ocher U.S. milicary programs, 
pardally offset by improved resulcs on commercial pro
grams ac cercain divisions. 

nm Capital Expenditures 
Depreciation 

(In Millions) 

1989 f 

1988 B 

1987 [ 

$30 1 $60 I $90 1 $120 1 $150 I 
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Coinmercial Products 
1989 vs. 1988 
Revenues of $ 1.9 billion in 1989 were $ 157 million 
higher than ehe 1988 level, reflecting increases in vir
cually all businesses. However, income decreased $13.0 
million ro $ 164.6 million as a loss on che planned divesc-
icure of a produce line and lower margins in rhe auromo-
tive and faseeners businesses were only pardally offset by 
improved results in the oucdoor products, machine cool 
and concraccor cool businesses. 

Revenues in che auromoeive business increased over 
the 1988 level, principally as a resulc of broader penecra
don of Texcron's markets due primarily co cerrain new 
programs, including inscrumene panels for General 
Morors' new all-purpose van and GM-10 models and 
incerior door panels for Ford and Chrysler vehicles. This 
upward sales crend masked an underlying softness in the 
aucomodve supplier business which resulced in reduced 
volumes of automorive produces at cerrain divisions. 

Despice higher overall revenues, aucomodve margins 
decreased due principally to significandy lower volume 
ae one division, which was pardcularly affecced by 
reduced customer production requiremencs, and 
increased stare-up coscs associaced with new programs 
and processes. 

Income in che faseeners business declined as significane 
costs related ro implemendng improved manufaccuring 
processes at one division more rhan offsee che benefit of 
increased revenues. 

Revenues in che oucdoor products business increased, 
due principally co market penecradon in the consumer 
line, increased shipmencs of golf cars to the growing golf 
course markee and rhe successful incroducdon of a new 
lighcweighe fairway mower Income, alchough higher, 
was depressed by significane warranty coscs ae one 
division. 

Revenues and income increased in rhe machine rool 
business due principally co shipping orders booked in 
1988 eo che "Big Three" aucomodve companies, while 
revenues and income increased in the contracror rool 
business as a result of aggressive markeeing programs, 
the benefit of which more chan offsee che effeccs ofthe 
soft market conditions in che conscruccion induscry. 

The currenc slowdown in the aucomodve induscry 
will adversely affece che resulcs of Texcron's Commercial 
Produces seccor in the firsc quarcer of 1990. All divisions 
with aucomodve customers have implemenced concin
gency plans CO minimize che impace on income of 
reduced cuseomer requiremenrs for aucomodve compo
nencs and machine cools. The full year 1990 resulcs are 
difficulc ro forecase due to uncercaincy as co the lengch 
and severity of ehe automotive induscry slowdown, che 
pocendally disruptive effecr of anricipaced fluctuations in 
producdon schedules chroughouc che year, and che 
pocencial for an extended work scoppage ac one of che 
major aucomodve companies. 
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1988 vs. 1987 
Revenues of $ 1.7 billion in 1988 were $222 million 
higher rhan che 1987 level, reflecting increases in vir
cually all businesses. Income increased $18.1 million ro 
$ 177.6 million as the benefic of increased sales was par
tially offset by lower margins in the fasteners business. 

Revenues in the automotive business increased over 
che 1987 level, principally as a result of broader marker 
penerradon of Textron's inscrumene panels, interior door 
panels and exterior fascia products. Margins in 1988 
approximated 1987 levels as rhe benefit of increased sales 
and che improved profitabiliry of a plane which com
pleced conversion co aucomodve pares producdon in 
1988 were partially offset by increased startup costs 
associated with new programs, and increased manufac
turing coscs ac one division which significandy expanded 
production capability in 1988. 

Revenues in the oucdoor produces business increased, 
due principally to increased market penetration and rhe 
introducdon of new producrs, and increased shipmencs of 
golf cars. Margins decreased slightly as the benefit of 
increased sales was partially offset by the effeccs of new 
product startup cosrs, increased produce design engi
neering costs and higher material coscs. 

Despite higher overall revenues in the faseeners busi
ness, income approximared 1987 levels largely due co 
both compedcive pricing pressures on certain commer
cial aerospace products and higher macerial coscs at one 
division. 
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Financial Services 
1989 vs. 1988 
Revenues ofthe Financial Services secror increased ro a 
record $2.2 billion in 1989 and income increased $31.7 
million CO $260.2 million. The increase in income was 
due to improved performances in all businesses. 

The Finance and relaced insurance segmenr's revenues 
increased $ 137.3 million and income increased $ 14.7 
million. AFS' consumer finance and relaced insurance 
business reporced higher revenues and income as a resulc 
of an increase in rhe level of finance receivables oucscand
ing, increased insurance premiums, and higher invese
menc income, pardally offset by che effeccs of an increase 
in the cose of borrowed funds and lower yields on ouc
scanding receivables, due principally co an increased con
cencradon in real eseaee loans. The racio of net credic 
losses to average nee receivables, 1.76 percenr in 1989 
compared to 1.77 percenc in 1988, remained ac a record 
low level. 

In Textron Financial Corporation's commercial finance 
business, revenues and income increased due co a higher 
level of receivables, principally arcdburable to growth in 
ics real escate portfolio, an improved spread between 
receivable yields and interest races on borrowed funds, 
and lower loss provisions. 

The Other insurance segment's revenues increased 
$84.0 million in 1989 and income increased $17.0 mil
lion. The Paul Revere Insurance Group reporred higher 
revenues mainly due co growth in individual disabilicy 
insurance, artribucable eo an increased level of renewal 
business, and increased business writcen and higher pre
mium races in group insurance produces. Paul Revere's 
income increased due co higher revenues and lower 
claims in individual disabilicy insurance, pardally offsee 
by higher claims relaced to individual life and group 
medical products. AFS' nonfinance-related insurance 
business reported higher income due to an increase in 
premiums earned and a decrease in insurance losses and 
operating expenses, parrially offset by lower investmenc 
income, due co a decrease in invesced assecs and lower 
capital gains. 

rhe sale of credic card receivables, pardally offset by an 
increase in che level pf consumer finance receivables out
standing, lower nee credir losses on consumer loans, a 
decrease in che cose of borrowed funds, and the effects of 
required changes in accouneing principles for recogniz
ing inceresc income and certain loan origination costs. 
In addirion, AFS subscandally increased its finance-
related insurance business in 1988, which business had 
improved claims experience compared co 1987. 

The Ocher insurance segmenc's revenues increased in 
1988 while income decreased $ 10.2 million. The Paul 
Revere Insurance Group reported higher revenues 
mainly due Co growch in individual disabilicy and group 
insurance producrs. Income declined, however, due to a 
decrease in capical gains from $ 16.2 million in 1987 co 
$7.2 million in 1988 and higher claims relaced co indi
vidual disabilicy produces, pardally offsee by lower 
claims related to group insurance products. AFS' non
finance-related insurance business reported lower reve
nues and income in 1988 versus 1987, principally 
due CO lower invesemenc income, partially offsee by the 
favorable impacr of cermination in the prior year of 
unprofitable casualty business written chrough U.S. 
managing general agents. 

^;B«««s5»$i's^?ig4«s^a£^&:?,*;ss!a?^a£^fc•^'SSl• 
Capital Expenditures 
Depreciation 
(In Millions) 

19891 

19881 

19871 

$10 I $20 I $30 I $40 I 

1988 vs. 1987 
Revenues ofthe Financial Services seccor rose eo $ 1.9 
billion in 1988 while income declined $24.8 million co 
$228.5 million. The decline in income was due co che 
pre-tax gain of $52.3 million in 1987 on che sale of AFS' 
credic card receivables and lower capital gains in rhe 
insurance operarions. Excluding these items, operarions 
improved due principall/to growth in finance receiv
ables, lower ner credic losses, and increased revenues and 
improved loss experience in the finance-relaeed insurance 
business. 

The Finance and relared insurance segmenc's revenues 
increased in 1988 while income decreased $ l4.6 million 
as a result of rhe inclusion in 1987 results of che gain on 
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Report of Management 

The consolidaced financial scacemencs of Texcron Inc. 
have been prepared by managemene and have been 
audieed by Texcron's independenr audicors, Ernse & 
Young, whose reporc appears below. Managemene is 
responsible for rhe consolidaced financial scacemencs, 
which have been prepared in conformiry wieh generally 
accepeed accoundng principles and include amouncs 
based on managemenc's judgmencs. 

Managemene is also responsible for mainraining 
incernai accoundng concrol syscems designed co provide 
reasonable assurance, ar appropriace cose, chac assecs are 
safeguarded and chac cransacdons are execuced and 
recorded in accordance wirh esrablished policies and 
procedures. Texrron's syscems are under condnuing 
review and are supporced by, amo.ng ocher things, busi
ness conduce and other wrircen guidelines, an incernai 
audic program and the selecdon and craining of quali
fied personnel. 

The Board of Direccors is responsible for ehe Com
pany's financial and accoundng policies, praceices and 
reporcs. Ics Audit Commiccee, comprised of four oucside 
direccors, meers regularly wirh che independenc audi
cors, represenradves of managemene and che incernai 
audirors co discuss and make inquiries inco rheic accivi
cies. Boch che independenc audicors and rhe incecnal 
audicors have free access ro che Audic Commiccee, wieh 
and withouc managemene represencatives in accendance. 

B. E Dolan 
Chairman and 
Chief Executive Officer 

Februarys, 1990 

Dennis G. Liccle 
Executive Vice President and 
Chief Financial Officer 

Report of Independent Auditors 

To che Board of Direccors and Shareholders 
Texcron Inc. 

We have audieed che accompanying consolidaced bal
ance sheet of Textron Inc. as of December 30, 1989 and 
December 31, 1988, and che relaced consolidaced scaee
menes of income, cash flows and changes in shareholders' 
equity for each of rhe three years in che period ended 
December 30, 1989. These financial scaeemenes are che 
responsibilicy of rhe Company's managemenr. Our 
responsibilicy is to express an opinion on chese financial 
statements based on our audics. 

We conduceed our audits in accordance wich generally 
accepted auditing standards. Those scandards require 
chae we plan and perform che audit co obeain reasonable 
assurance abouc whecher che financial scacemencs are free 
of macerial misscatemenc. An audic includes examining, 
on a cesc basis, evidence suppordng ehe amouncs and 
disclosures in che financial scacemencs. An audic also 
includes assessing the accoundng principles used and 

significanC escimaces made by management, as well as 
evaluadng che overall financial sracemene preseneaeion. 
We believe thar our audics provide a reasonable basis for 
our opinion. 

In our opinion, the financial stacemencs referred to 
above presenc fairly, in all macerial respeces, the consoli
daced financial posicion of Texcron Inc. ac December 30, 
1989 and December 31, 1988 and che consolidaced 
resulcs of ics operacions and its cash flows for each of 
che chree years in rhe period ended December 30, 
1989 in conformicy wich generally accepeed accouneing 
principles. 

^ A / y ^ ^ i -

New York, New York 
February 8, 1990 

fn 
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Textron Inc. 
Consolidated Statement of Income 

For each ofthe three years in the period ended December 30, 1989 
(In millions except per share amounts) 1989 1988 1987 

Revenues: 
Sales 
Ineeresr, discoune and service charges 
Insurance premiums 
Invesrmenr income (including ner capical gains) 

$5,272.5 
1,007.8 

836.3 
323.5 

7,440.1 

4,155.6 
1,299.7 

733.1 

89.6 
636.0 
115.8 

$5,342.7 
891.7 
750.8 
300.3 

7,285.5 

4,278.7 
1,190.4 

601.9 

85.0 
589.3 
106-9 

$5,388.4 
829.3 
655.2 
291.3 

7,164.2 

4,387.7 
1,037.9 

580.2 

87.7 
528.2 

89.9 

Tocal revenues 

Costs and expenses: 
Cost of sales 
Selling and adminisrrative 
Interest expense 
Provision for losses on collecrion of finance receivables, less 

recoveries 
Insurance benefits and increase in policy liabilities 
Amordzacion of insurance policy acquisition coscs 

Total coscs and expenses 7,029.8 6,852.2 6,711.6 

Income from continuing operations before income caxes 
Income taxes 

410.3 
141.6 

433-3 
161.2 

452.6 
191.5 

Income Crom continuing operations before extraordinary 
losses 

Discontinued operations, net of income taxes 
Extraordinary losses, nee of income taxes: 

Arbitration concerning terminated coproducrion agreement 
Arbitration concerning former line of business 
Early redemption of debt 

268.7 

(9.5) 

272.1 

(28.0) 
(9.7) 

261.1 
27.8 

(32.6) 

Net income $ 259.2 $ 234.4 

Income per common share: 
Income Crom continuing operations before extraordinary 

losses 
Discontinued operations 
Extraordinary losses 

$ 256.3 

$ 

$ 

3.02 
— 

(.11) 

2.91 

$ 

$ 

3.10 
— 

(.43) 

2.67 

$ 

$ 

2.97 
.32 

(.37) 

2.92 Net income 

See summary of significant accounting policies and notes to consolidated financial statements. 
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Textron Inc. 
Consolidated Balance Sheet 

(Dollars in millions) 
D e c e m b e r 30, 

1989 

Assets 
Cash 
Invesrmencs 
Receivables — net: 

Finance 
Commercial and U.S. Governmene 

Inveneories 
Propercy, plane and equipmenc — net 
Unamorrized insurance policy acquisidon coscs 
Goodwill, less accumulaced amorrizadon of $ 167.2 and $ 129 • 1 
Orher assecs 

Total assets 

Liabilities a n d s h a r e h o l d e r s ' e q u i t y 
Liabilities 
Accounts payable 
Income taxes (principally deferred) 
Accrued liabilides 
Insurance reserves and claims 
Debe: 

Texcron Parent Company Borrowing Group 
Finance and insurance subsidiaries 

Total l iabi l i t ies 

See summary of significant accounting policies and notes to consolidated financial statements. 
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29.3 
3,079.6 

5,262.6 
725.7 

5,988.3 
1,320.8 
1,011.3 

509.8 
1,083.3 

768.0 

$13,790.4 

503.5 
350.6 

1,207.5 
2,564.4 

1,956.0 

4,661.3 

6,617.3 

11,243.3 

December 3 1 , 
1988 

$ 16.0 
2 ,879 .4 

4 ,631 .5 
796.7 

5 ,428.2 
1,231.7 

960 .3 
4 4 3 . 1 

1,116.4 
479 .0 

$12 ,554 .1 

516.6 
313.8 

1,126.6 
2 ,344 .4 

1,788.6 
4 , 0 7 9 . 2 

5 ,867.8 

10,169.2 

Sha reho lde r s ' e q u i t y 
Capical scock: 

Preferred srock (15 ,000,000 shares auchorized): 
$2 .08 Cumuladve Converdble Preferred Srock, Series A (liquidadon value 

$28.6) 
$ 1.40 Converdble Preferred Dividend Srock, Series B (preferred only as ro 

dividends) 
Common srock, 12.5< par value (250 ,000,000 shares auchorized; 

90 ,511 ,000 and 90 ,312 ,000 shares issued) 
Capical surplus 
Retained earnings 

Unearned compensacion relared co employee scock ownership plan 
Orher, principally foreign currency cransladon 

13.5 

8.2 

11.3 
644.0 

1,989.2 
(93.0) 
23.3 

15.3 

8.4 

11.3 
626.3 

1,819.4 
-

40.3 

Less cost of creasury shares 

Total shareholders' equity 

Total liabilities and shareholders' equity 

2,596.5 
49.4 

2,547.1 

$13,790.4 

2,521.0 
136.1 

2,384.9 

$12,554.1 

Textron Inc. 
Consolidated Statement of Cash Flows 

For each of the three years inthe period ended December 30, 1989 
(In millions) 1989 1988 1987 

Cash flows from operating activities: 
Nee income 
Adjuscmencs co reconcile nee income co nee cash provided by operacing accivicies: 

Depreciacion and amorcizaeion 
Provision for losses on receivables 
Deferred income caxes 
Increase in insurance policy liabilides 
Amorcizaeion of insurance policy acquisidon coscs 
Concribudons of common scock co employee benefic plans 
Gains on sales of invescmenes 
Gain on sale of credic card receivables 
Gain on sales of disconcinued operacions 
Losses on early redempdon of debe 

Changes in assecs and liabilides excluding chose relaced co divesdeures of 
businesses: 

Decrease (increase) in commercial and U.S. Governmene receivables 
Increase in inveneories 
Addicions to insurance policy acquisition coscs 
Decrease (increase) in oeher assecs 
Increase (decrease) in accouncs payable 
Increase (decrease) in income caxes payable 
Increase (decrease) in accrued liabilides 
Increase (decrease) in unearned insurance premiums and reserves for 

insurance losses and adjusemene expenses 
Ocher - nee 

$ 259.2 $ 234.4 $ 256.3 

214.3 
119.5 

50.7 
224.0 
115.8 

(8.4) 

78.3 
(89.1) 

(182.5) 
(91.0) 
(22.7) 
(37.6) 
42.0 

24.9 
(47.7) 

204-7 
110-5 
28-7 

206.8 
106.9 

(11-0) 

15-6 

(59-9) 
(21.3) 

(171.3) 
(53.7) 
82.6 

(21-8) 
(71-5) 

12.9 
9.9 

202.9 
113.4 
61.6 

183.1 
89.9 
64.4 

(18.1) 
(52.3) 
(51.5) 
56.1 

(60.6) 
(8-3) 

(142.6) 
31.1 
36.7 
12.0 
59.6 

(16-7) 
(13.1) 

Net cash provided by operacing accivicies 649.7 602.5 803.9 

Cash flows from investing activities: 
Purchases of invescmenes 
Proceeds from sales of invescmenes 
Finance receivables originaeed or purchased 
Finance receivables repaid or sold 
Collecdons on noces receivable 
Capical expendicures 
Proceeds from sales of propercy, plane and equipmenc 
Proceeds from sales of disconcinued operacions 

(950.9) 
597.9 

(3,627.5) 
2,726.7 

9.6 
(240.2) 

13.3 
32.7 

(840.1) 
539.6 

(3,232.9) 
2,490-2 

11.0 
(217.8) 

12.4 
34.8 

(1,003-4) 
814.0 

(2,684.4) 
2,694.1 

46.5 
(229.6) 

44.2 
293.0 

Nee cash used by inveseing accivicies (1,438.4) (1,202.8) (25-6) 

Cash flows from financing activities: 
Increase in shorc-cerm debe 
Proceeds from issuance of long-cerm debe 
Principal paymencs on long-cerm debt 
Receipes from inceresc sensicive insurance produces 
Reeurn of accounc balances on ineerest sensicive insurance produces 
Sales of common scock 

169.0 
1,709.7 

(1,078.0) 
103.0 

(111.9) 
100.0 

112.2 
1,324.1 

(687.4) 
95.6 

(79-2) 

167.7 
973.7 

(2,101-7) 
92.9 

(73.3) 
195.6 

Purchases of common scock 
Dividends paid 

Nee cash provided (used) by financing activicies 
Effecc of exchange race changes on cash 

Net increase (decrease) in cash 
Cash ac beginning of year 

Cash ae end of year 

(89.4) 

802.4 
(.4) 

13.3 
16.0 

$ 29.3 

(105.5) 
(87.1) 

572.7 
1.1 

(26-5) 
42.5 

$ 16.0 

(12.1) 
(87.0) 

(844-2) 
1-0 

(64.9) 
107.4 

$ 42.5 

See summary of significani accounting policies and notes to consolidaled financial statements. 
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Textron Inc. 
Consolidated Statement of Changes in Shareholders' Equity 
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For each ofthe three years 
in the period ended December 30, 1989 
(Dollars in millions; shares in thousands) 

Balance 
January 3, 1987 

Conversion of preferred scock 
Sale of common stock in a public offering 
Purchases of common srock 
Exercise of oprions 
Concribudons of common stock ro employee benefic plans 
Currency transladon adjusemene 
Markecable equicy securides valuadon adjusemene 
Net income 
Dividends: 

Preferred stock 
Common stock ($.975 per share) 

Capital stock 

Preferred 

$2.08 

$26.3 
(8.7) 

$1.40 

$ 9-3 
(.6) 

Common 

$10.2 
.1 
.8 

.1 

Capital 
surplus 

$372.5 
9.2 

194.8 

1.5 
46.0 

Balance 
January 2, 1988 

Conversion of preferred stock 
Purchases of common stock 
Exercise of opcions 
Currency transladon adjusrmene 
Marketable equicy securiries valuacion adjusemene 
Nee income 
Dividends: 

Preferred stock 
Common scock ($1.00 per share) 

17.6 
(2.3) 

8.7 
(.3) 

11.2 
.1 

Balance 
December 31, 1988 

Conversion of preferred scock 
Sale of common scock co employee scock ownership plan 

(ESOP) 
Issuance of common scock 
Prepayment of fucure employee benefies (ESOP) 
Shares allocaced co employees as ESOP loan is repaid 
Exercise of oprions 
Currency cransladon adjusemene 
Markecable equicy securiries valuacion adjusemene 
Net income 
Dividends: 

Preferred stock 
Common seock ($ 1.00 pec share) 

15.3 
(1.8) 

8.4 
(.2) 

11.3 

Balance 
December 30, 1989 $13-5 $ 8.2 $11.3 

624.0 
2.5 

(.2) 

626.3 
2.0 

16.3 
.1 

(.7) 

$644.0 

*Shares issued at the end of 1986, 1987, 1988 and 1989 were as 
follows (in thousands): $2.08 Preferred- 1,113; 746; 650 and 
572 shares, respectively; $1.40 Preferred- 788; 734; 707 and 
692 shares, respectively; Common-81,646; 90,051; 90,312 and 
90,511 shares, respectively. Treasury shares at the end of 1986, 
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1987, 1988 and 1989 were as follows (in thousands): $2.08 
Preferred - 69 shares at all such dates; $1.40 Preferred - 4 8 7 
shares at all such dates; Common - 1,974; 949; 5,356 and 1,563 
shares, respectively. 

Uneamed com- Marketable 
pensation related Currency equity securities Cost of 

Retained to employee stock translation valuation treasury 
eamings ownership plan adjustment adjustment shares 

Shares outstanding* 

Preferred 

$2.08 $1.40 Conunon 

$1,502.8 

256.3 

$(36.6) 

41.4 

$ 2 . 6 $ 39.9 

12.1 
(2.2) 

(18.3) 

(2.3) 

1,044 
(367) 

301 
(54) 

79,672 
904 

6,900 
(557) 
218 

1,965 

(2.0) 
(85.0) 

1,672.1 4.8 

34.8 

31.5 
-

105.5 
(.9) 

677 
(96) 

-
-

247 
(27) 

-
-

89,102 
260 

(4,443) 
37 

234.4 

(1.6) 
(85.5) 

1,819.4 39.6 136.1 581 
(78) 

220 
(15) 

84,956 
199 

259.2 

(IOO.O) 
7.0 

(17.2) 

(83.7) 
(.2) 

(2.8) 

3,653 
13 

127 

(1.4) 
(88-0) 

$1,989-2 $(93.0)* $ 22.4 $ -9 $ 49.4 503 205 88,948*** 

** Represents prepayment of future employee benefits. See Note 9 to the 
consolidated financial statements. 

***Common shares outstanding assuming full conversion of outstand
ing preferred stock and exercise of stock options were 90,626 at 
December 30, 1989. 

See summary of significani accounting policies and notes to consoli
dated financial statements. 
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Textron Inc. 
Summary of Significant Accounting Policies 

Principles of consolidation 
The consolidated financial stacemencs include the 
accouncs of Texcron and all of irs majoriry-owned subsi
diaries. All significane ineercompany cransacdons are 
eliminaeed. 

Texcron consises of cwo borrowing groups — the 
Texcron Parenc Company Borrowing Group (comprised 
of all encicies of Texcron orher chan ies finance and insur
ance subsidiaries) and rhe finance and insurance subsidi
aries. To enhance the reader's undersranding ofTextron's 
operacions, Texrron has presenced in Noce 18 separace 
financial informadon for each of ies cwo borrowing 
groups. 

Finance subsidiaries 
In 1988, Texcron's finance subsidiaries adopeed on a 
prospecdve basis (a) Scacemene of Financial Accoundng 
Srandards No. 91 , "Accoundng for Nonrefundable Fees 
and Coscs Associaced with Originadng or Acquiring 
Loans and Initial Direct Cosrs of Leases", which 
changed rhe accounring for cercain direcc loan origina
don cosrs and fees, and (b) rhe revised Audir and 
Accounring Guide for Audirs of Finance Companies, 
which, among other chings, required rhe use of che 
ineerest mechod for recognizing interesr income. 

For consumer loans wrircen afcer 1987, inceresc 
income is recognized in revenues using che inceresc 
mechod so as ro produce a conseanc rate of reeurn over 
ehe cerms ofthe receivables. Accrual of ineeresr income 
is suspended for accouncs which are concracrually delin-
quenr by more rhan chree paymencs. SubsequenC ineer
est income on chese accouncs is recognized when 
collected. Direcr loan originarion cosrs are deferred and 
subsequently recognized as an adjusemene co income 
over che contractual lives of che respecdve loans. Una
morrized amouncs are recognized in income when loans 
are sold or paid in full. For consumer loans wriceen prior 
CO 1988, unearned charges (chac is, che portion of rhe 
finance charge or discount included in che original face 
amount of rhe related receivable chac is decermined co be 
unearned ac che balance sheec date) are recognized in 
revenues on che accrual basis beginning in rhe moneh 
following acquisidon using (a) che Rule of 78s for loans 
wich contractual terms of 84 monrhs or less and (b) rhe 
accuarial mechod for loans with concraccual cerms over 
84 monchs. When charges are noc included in che origi
nal face amounr of che loan, such charges are recognized 
in revenues as collected. Direct loan originarion coscs 
related to consumer loans wriceen prior co 1988 were 
expensed as incurred. 

For commercial loans, inreresr income is recognized 
in revenues using che interesr merhod. Accrual of inrer-
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esr income is suspended for accouncs which are conerac
cually delinquenc by more rhan chree monrhs, unless 
collecdon is nor doubcful. In addidon, decailed reviews 
of commercial loans result in earlier suspension if collec
don is doubcful. Accrual of inrerest is resumed when rhe 
loan becomes contractually currenr, and suspended 
ineerest income is recognized ar chac cime. Direcc loan 
originadon fees and cosrs on commercial loans are 
deferred and amorrized ro revenue over che concracrual 
lives of che respecdve receivables using che interest 
mechod. Unamordzed amouncs are recognized in 
income ac ehe dme chac loans are sold or paid in full. 
Prior to 1988, a portion of unearned income (including 
loan originadon fees) relared co commercial loans 
(including leases) was recognized in income co offsee 
direcc loan originadon cosrs. 

Finance receivables are wriceen off when chey are 
deemed uncollecdble, bue in any evenc all consumer 
loan accouncs for which no paymenc has been received 
for eighr consecurive months are wriceen off. Commer
cial loans are writcen off when che relaced collaceral is 
repossessed or when no paymene has been received for 
six consecudve monchs, unless managemene deems che 
loans collecdble. Provisions for losses on finance receiv
ables are charged co income in such amouncs as manage
mene believes co be adequace. 

The net invesemenc in finance leases consises of che 
sum of all minimum lease paymencs and escimaced 
residual values, less unearned income. The invesrmenr 
in leveraged leases consises of ehe sum of all lease pay
mencs (less che pordon applicable to principal and inter
esr on non-recourse debe) plus esdmaced residual values, 
less unearned income. Unearned income and invesemenc 
cax credics are included in income over che cerms of che 
relared leases co produce a conseanc race of rerurn on the 
ner investment. 

Insurance subsidiaries 
Credit Life, Credit Disability and Casualty Insurance 
Unearned insurance premiums are raken inro income 
over che life of ehe policies (a) on che accuarial mechod 
for decreasing cerm credic life insurance coverage and on 
che pro raca method for level cerm credir life coverage, 
(b) in relation eo andcipaced claims for credic disabilicy 
insurance and (c) on che pro raca mechod for casualcy 
insurance. The cosrs of acquiring new business (princi
pally commissions and premium taxes) are deferred and 
subsequently amordzed in che same manner as rhe 
relaced premiums are caken into income. Andcipated 
invesemenc income is considered in decermining if a 
premium deficiency relaeing to shocc-cerm concraecs 
exiscs. 

Non-cancellable Disability Income, Life and Group Insurance 
and Investment Products 
Non-cancellable disabilicy income insurance premiums 
are recognized in income when received; non-inrerese 
sensicive life and group insurance premiums are recog
nized in income when due. 

Cercain coses relared direcdy to acquiring new non-
cancellable disability income and non-inrerese sensirive 
life business (principally commissions and selling, selec-
rion and policy issue expenses) are deferred and subse
quently amorrized over rhe policies' premium paying 
periods in che proporrion chac annual premium revenues 
bear co cocal andcipaced premium revenues. Amorciza
eion schedules are based on inceresc and wichdcawal 
assumpdons consiseenc wich chose used co compuee lia
bilides foe fucure policy benefies. 

Liabilides for fucure policy benefies are compueed by 
the net level premium mechod based upon escimaced 
fucure invesemenc yield and Texcron's experience on 
morcalicy, morbidiry, wichdcawals and ocher assump-
rions which were appropriace ae ehe cime che policies 
were issued. 

Revenues for invesemenc produces (primarily invesr
menr annuiries) and inceresc sensicive life produces con
sisc of policy charges for the cost of insurance, policy 
adminiscrarion and surrenders chae are assessed againsr 
policy accounr balances. Earnings on policyholders' 
funds are included in invesemenc income. Benefit 
reserves represenc policy accounc balances. Expenses 
consisc of benefic claims in excess of policy accounc bal
ances and inceresc credired to policy accounc balances. 
The coses of acquiring new business (principally com
missions and selling, selecdon and policy issue expenses) 
are deferred and subsequendy amordzed over che life of 
che policies in che proporeion char ehe presenc value of 
expecced gross profics each yeac bears eo che cocal presenc 
value of expecced gross profics. 

Investments 
Investments in markecable equicy securicies are carried 
ac aggregate market value. Investments in bonds and 
notes are generally held until macudcy and cherefore are 
carried at amordzed cose. Unrealized gains and losses, 
nee of applicable income caxes, cesuldng from fluctua-
rions in ehe aggeegace markee value of markecable 
equity securicies are reflecced as an adjusemene co share
holders' equiry. Nee realized gains or losses resulring 
from sales of invesrmencs or from declines in marker 
values of invesrmencs chac are ochec chan cemporary ace 
included in income. Seê ^Noce 3 for furcher informacion 
abouc invescmenes. 

Inventories -
Inventories are carried at che lower of cose or marker. 
See Noce 6 for furcher informadon abouc inveneories. 

Long-term contracts and programs 
Sales under fixed-price contraces and programs are gen
erally recorded as deliveries are made. Sales under cose 
reimbursemenr-rype concraecs are recorded as cosrs are 
incurred and fees are earned. Profirs expecced co be real
ized on long-cerm concraecs and programs are based on 
esrimaees of rocal sales value and coscs ac completion, 
which escimaces are reviewed and revised periodically 
chroughouc rhe lives ofthe conecaces and pcograms. 
Adjuscmencs co profics resuldng from such revisions are 
recorded in rhe accoundng period in which rhe revisions 
are made. Esrimared losses on concraecs and programs 
are recorded when idendfied. See Noces 5 and 6 for 
furcher informarion abouc receivables and inventories 
related co long-cerm contraces and programs. 

Property, plant and equipment 
The cost of properry, planr and equipmenc is being 
depreciaeed based on ehe esdmaced useful lives of che 
assecs. See Noce 7 for furrher informadon abouc prop
ercy, plane and equipmenc. 

Goodwill 
Goodwill relaced eo Textron's manufaccuring operarions 
is being amordzed on the scraighr-line mechod princi
pally over 40 years. Goodwill relaced co Texrron's 
finance and insurance subsidiaries is being amordzed on 
rhe seraighc-line mechod over 25 years. 

Income per common share 
Income per common share is based on average common 
shares outstanding during each year assuming full con
version of ourscanding preferred scock and exercise of 
seock opcions. Such average shares were 88,999,000 in 
1989, 87,910,000 in 1988 and 87,733,000 in 1987. 

Translation of foreign currencies and foreign 
exchange transactions 
Adjuscmencs resulcing from rhe cransladon of che finan
cial scaeemenes of mosc of Texrron's foreign operarions 
are excluded from ehe decerminacion of ics income and 
accumulaced in a separace componene of shaceholders' 
equicy uncil ehe endcy is sold or subscandally liqui-
daced. Foreign exchange gains and losses included in 
income from condnuing operadons in 1989, 1988 and 
1987 were nor macerial. 

Texcron encers inco forward exchange concraecs which 
are designed co minimize ies currency exchange risk on 
foreign currency cransacdons. Gains and losses on for
ward exchange concraecs which hedge exposures on firm 
foreign currency commicmencs are deferred and recog
nized as adjuscmencs eo che bases of che acquired assecs. 
Gains and losses on forward exchange conrracts which 
hedge foreign currency assers or liabiliries are recog
nized in income as incurred. Such amouncs effectively 
offsee gains and losses on che foreign currency assecs or 
liabilieies chae are hedged . 
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Research and development 
Company funded research and developmenC expendi
euces are charged eo expense as incurred. See Nore 12 for 
furcher informadon about research and developmenC. 

Pension and other postemployment benefits 
See Note 13 for informarion abouc Texcron's accounring 
policies for pension and ocher poscemploymenc benefies. 

Interest rate agreements 
As parr of managing ics ineeresr rate exposure on cercain 
of ics borrowings, Texrron is a parcy eo various inrecese 
race agreemencs, including inceresc race exchange agree
mencs, caps and collar agreemenrs. 

Inreresr diffecendals co be paid or received are accrued 
as inceresc races fluccuace, and are recognized over the 
lives of rhe agreemencs as an adjusemene co inceresc 
expense. 

Fees and expenses incurred co encer inco any such 
agreemencs are deferred and amordzed over the cerms of 
che agreemencs. Premiums paid eo cerminace any such 
agreemencs are deferred and amordzed over che original 
cerms of ehe agreemencs. Upon early exdnguishmene of 
any of che underlying debe originally hedged, unamor
dzed premiums are recognized as an adjusemene co rhe 
gain or loss on such early exringuishmene. 

Income taxes 
Income cax expense is calculaced based on income before 
income caxes per the consolidaced financial scacemencs. 
Such expense differs from raxes currenrly payable 
because of riming differences in thar cerrain income and 
expense irems are reporced in Texecon's consolidaced 
scacemene of income in years differene from chose in 
which rhey are reporced in Texcron's income cax recurns. 
Investmenc cax credirs are accouneed for under rhe defer
ral method for leasing operadons. See Noce 14 for fur
cher informarion abour income taxes. 
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Textron Inc. 
Notes to Consolidated Financial Statements 

1. Acquisition of Avdel pic 

In early 1989, Texcron acquired Avdel pic, a fastening 
syscems manufaccuring business based in England, 
ehe coeal cose of which approximared $250 million. 
Avdel had net assecs wieh a hiscorical book value of ap
proximacely $40 million ae December 31, 1988. In 
March 1989, rhe U.S. Federal Trade Commission 
(FTC) obcained a preliminary injunceion from ehe U.S. 
Discrice Courr for che Disedcc of Columbia enjoining 
Texcron from assuming or exercising any form of direc
tion or concrol over the assecs oc operadons of Avdel 
uncil a decerminacion has been made whecher che acqui
sidon of Avdel by Texrron would, as ehe FTC asserrs, 
restrice compeddon in violadon of Secdon 5 of ehe FTC 
Ace and Secdon 7 of che Claycon Acc. As a resulr of rhe 
preliminary injuncrion and in accordance wich generally 
accepeed accoundng principles, Texrron is precluded 
from consolidadng in its financial scacemencs rhe resulcs 
of operarions of Avdel and is rherefore carrying ics 
invesemenc in Avdel ac cose. Texcron is defending irs 
acquisirion of Avdel. 

While Texcron's resulcs of operadons for 1989 do not 
include che resulcs of Avdel, chey do include inceresc 
expense of $22.3 million on ehe borrowings relared co 
che purchase of Avdel. For 1989, Avdel's sales were 
$149 million and ics earnings before income caxes 
approximated $23 million. Such resulcs are unaudiced 
and do noc reflece any purchase adjuscmencs which 
would be required as a resulr of Texecon's acquisidon of 
Avdel, principally amorcizaeion of goodwill. 

2. Discont inued Operations 

Disconcinued operarions (principally in rhe Commercial 
Producrs segmenr) had aggregare sales of $ 126 million 
and $360 million in 1988 and 1987, respeccively. Oper
acing resulcs of unirs sold are reporced as disconcinued 
operarions in Texcron's consolidared sracemene of 
income. Such unies reporred income from operadons of 
$3.5 million (nee of applicable income caxes of $1.7 
million) in 1987. A gain on rhe sales of rhese unics of 
$24.3 million (nee of applicable income caxes of $27.2 
million) was recorded in 1987. 

3. Investments 

(In millions) 
December 30, 

1989 
December 31, 

1988 

Commercial paper, ac cose 
(approximates marker) $ 152.6 $ 185.8 

Bonds, ar amordzed cose 
(esdmated marker: 
$2,483-4 and $2,272.6) 2,459-3 2,276.7 

Markecable equiry securi
cies, ac marker (cosr: 
$40. land $36.9) 41.2 38.6 

Firsc moregages on real 
eseaee, ae cose 330.3 277.2 

Policy loans and ocher 
invescmenes, ac cose 96.2 101.1 

$3,079-6 $2,879-4 

Approximacely 86% of invesemenc income in 1989, 
83% in 1988 and 80% in 1987 was aeeriburable to 
ineerest on commercial paper and bonds and 10% of 
invesement income in 1989, 11% in 1988 and 13% in 
1987 was aecdbueable co income derived from firsc 
moregages on real escate. 

Nee unrealized appreciadon of bond markee values 
was $28.2 million in 1989, and nee unrealized deprecia
don of bond marker values was $6.0 million and $125.5 
million in 1988 and 1987, respecdvely. 

Net realized gains and losses after income caxes 
resuldng from sales of markecable equiry secuddes were 
noc macerial in 1989, 1988 and 1987. The cose of secu
riries sold was derermined primarily on ehe specific 
idendficadon mechod-
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4. Finance Receivables 

Concraccual maruriries of finance receivables oucscand
ing ac December 30, 1989 and cocal finance receivables 
ourscanding ac December 30, 1989 and December 31, 
1988 were as follows: 

(In millions) 

Consumer: 
Consumer loans 
Real eseaee loans 
Recall inscallmene concraecs 
Ocher 

Commercial: 
Finance leases 
Insrallmenr concraecs 
Real eseaee loans 
Leveraged leases 
Orher 

Contractual maturities 

1990 

$1,221-1 
459.2 
358.5 
150.1 

2,188.9 

183-2 
206-6 

29.3 
3.9 

110.5 

533-5 

$2,722-4 

1991 

$ 817-0 
353-7 
151-9 
101.0 

1,423-6 

151-4 
142-7 
49-9 

5.8 
-

349-8 

$1,773-4 

After 1991 

$ 588-4 
2,038-1 

141-7 
49-8 

2,818-0 

370-3 
240-6 
233-5 
466.3 

-

1,310.7 

$4,128.7 

Less 
finance 
charges 

$ 609-1 
1,451.4 

160.3 
202.2 

2,423.0 

175-5 
94.6 

3.0 
271-9 

.5 

545.5 

$2,968-5 

Finance receivables 
outstanding 

1989 

$2,017.4 
1,399.6 

491-8 
98.7 

4,007.5 

529.4 
495-3 
309-7 
204.1 
110.0 

1,648.5 

5,656.0 

1988 

$1,905.2 
1,238.3 

460-7 
75-0 

3,679-2 

540.9 
430-5 
131-8 
142.7 
71.4 

1,317.3 

4,996.5 

Less allowance for credic losses 
Less finance-celared insurance 

reserves and claims 

182.6 

210.8 

168.8 

196.2 

$5,262.6 $4,631.5 

The maximum cerm over which consumer loans and 
recall inscallment concraecs are wriceen is 10 years, buc 
approximacely 90% of chese loans are wrirren wich 
cerms of four years or less. Consumer real esrace loans are 
wriceen wieh a maximum cerm of 15 years. 

Finance leases have inidal cerms wriceen generally up 
ro 12 years. Commercial inscallmene concracts have ini
dal periods generally ranging from one ro 10 years. 
Commercial real esrare loans have inirial periods gener
ally ranging from rhree co five years. Leveraged leases 
have inirial cerms wriceen up co 26 years. 

Accouncs are often repaid or cefinanced prior co con
cracrual macudcy. Accordingly, che foregoing eabula-
don should noc be regarded as a forecase of fucure cash 
collecdons. During 1989 and 1988, cash colleccions of 
receivables (excluding finance charges) were $2.8 billion 
and $2.4 billion, respecdvely. The racio of cash collec
cions eo average nee receivables was approximacely 56% 
and 55%, respeccively. 
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5. Long-term Contract Receivables 7. Property, Plant and Equipment 

Long-term conccacc receivables ar December 30, 1989 
and December 31, 1988 aggregared $230.6 million and 
$272.8 million, respecrively, including $95.3 million 
and $147-2 million, respecrively, of unbilled coscs and 
accrued profirs on long-eerm conrracrs for which rhe 
conrraceual criceria for billing had nor yee been mec. 
An esdmaced $51.8 million and $91.9 million, respec
dvely, of ehe unbilled coscs are nor expecred ro be col-
lecred within one year. There are no significanr amouncs 
included in receivables which represenc balances billed 
but unpaid under contracrual recainage provisions or 
significanr amouncs subjecc co uncertainty. 

6. Inventories 

(In millions) 

Finished goods 
Work in process 
Raw materials 

Less progress payments 

December 30, December 31, 
1989 1988 

$ 245.9 
1,310.7 

181.5 

1,738.1 
417.3 

$ 214.5 
1,217.5 

174.0 

1,606.0 
374.3 

$1,320.8 $1,231.7 

Inventories aggregaring $581 million ac Decembee 30, 
1989 and $615 million ac December 31, 1988 were 
valued by che lasc-in, firsr-ouc (LIFO) merhod. (Had 
such LIFO inveneories been valued ac currenr coscs, 
cheir carrying values would have been approximacely 
$106 million and $88 million higher ae chose respective 
daces.) The remaining inveneories, orher chan chose 
relared to cercain long-cerm contracrs and programs, are 
valued generally by rhe firsc-in, firse-oue mechod. 

Inveneories relaring ro long-eerm concraecs and pro
grams, nee of progress paymencs, were $499 million ar 
December 30, 1989 and $544 million ar December 31, 
1988, including unamordzed inidal cooling and ocher 
non-recurring cosrs, direcc producdon cosrs and manu-
facruring overhead. Inveneories do noc include any sig
nificant amouncs of unamordzed eooling, leacning curve 
and orher deferred coscs, or claims or similar irems sub
jecc CO uncerrainry concerning cheir ulrimare realiza
tion. As eo governmene concracts, invencory coscs also 
generally include general and administrative expenses 
($48 million at December 30, 1989; $52 million ac 
December 31, 1988). Coscs accributed co unics deliv
ered are based generally upon che esdmated average cose 
per unic ae eonerace or program completion. 

(In millions) 
December 30, December 31, 

1989 1988 

Ac cose: 
Land and buildings $ 474.8 $ 441.9 
Machinery and equipmenc 1,539.9 1,387.7 

2,014.7 1,829.6 
Less accumulaced depeeciaeion 1,003.4 869.3 

$1,011.3 $ 960.3 

Depreciadon applicable to condnuing operations 
amounced co $174 million in 1989, $165 million in 
1988 and $153 million in 1987, including depreciacion 
using accelerated mechods of $64 million, $64 million 
and $59 million, respectively. 

8. Insurance Reserves and Claims 

December 30, 
(In millions) 1989 

Future policy benefies and 
claim liabilides 

Premium deposirs and 
purchase paymene funds 

Unearned insurance 
premiums 

Losses and adjusemene 
expenses 

$1,427.5 

968.4 

100.8 

67.7 

$2,564.4 

December 31, 
1988 

$1,259.7 

922.9 

88.4 

73.4 

$2,344.4 

Ac December 30, 1989 and December 31, 1988, che 
liability for furure policy benefies and claim liabilides 
included 68% and 65% for individual non-cancellable 
disabilicy income, 18% and 20% for individual life, 9% 
and 12% for group produces and 5% and 3% for indi
vidual investmenc produces, respectively. 

9. Debt and Credit Facilities 

The Textron Parenc Company Borrowing Group (com
prised of all entides of Texrron oeher chan ics finance 
and insurance subsidiaries) and Texcron's finance and 
insurance subsidiaries are independenc borrowers, and, 
accordingly, cheir debr is supporred by cheir own 
respecrive assecs and cash flows. 
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Ae December 30, 1989 and December 31, 1988, 
consolidaced debr consisced of ehe following: 

December 30, December 31, 

(In millions) 

Textron Parent Conipany Bor rowing Group : 
Senior: 
Borrowings under or supporred by credit facilieies* 
1 0 . 5 5 % - 1 1 % Noces; due 1990 co 1998 
7.5% - 9 . 2 5 % Debencures; due 1990 ro 2016 
Medium-Term Nores, Series A, B and C; due 1990 co 1999 (average rate - 9.6%) 
ESOP loan guarancee; due 1990 co 1996 (average race - 8.2%) 
Ocher nores (average race — 10.0%) 

Total senior 

Subordinated: 
11.75% Subordinated Nores due 1995 
9.25% - 9 . 5 % Subordinared Debencures; due 1997 ro 2017 

Toral subordinaeed 

Tocal Texrron Parent Company Borrowing Group 

Finance a n d i n s u r a n c e subs id iar ies : 
Senior: 
Bank loans and commercial paper** 
7 .625%-9.938%; due 1990 co 1999 
10% - 11.85%; due 1990 co 1995 
12%-13 .25%; due 1990 ro 1994 
14% - 19.18%; due 1990 ro 1994 
Variable race notes due 1991 co 1995 
Commercial paper supporced by revolving credic agreemenrs expiring in 1992*** 

Tocal senior 

Senior subordinated: 
8.875%; due 1996 
9.375% - 12.75%; due 1990 co 1994 
Subordinared bonds due 1996 (effecrive yield 11.6%) 

Tocal senior subordinared 

Junior subordinated: 
Zero coupon nores due 1990 (effecdve yield 13-62%) 

Tocal finance and insurance subsidiaries 

Toral debe 

1989 

$ 752.1 
216.0 

95.1 
351.9 

91.2 
72.3 

1,578.6 

82.0 
295.4 

377.4 

1,956.0 

194.5 

133-3 

4,661.3 

$6,617.3 

1988 

741.6 
116.0 
165.5 
312.4 

76.0 

1,411-5 

81.9 
295.2 

377-1 

1,788-6 

1,075.7 
1,023-5 

954.6 
219.9 
294.8 

60.0 
705.0 

4,333.5 

100.0 
63.2 
31.3 

935-3 
945-4 
819.4 
376.6 
185.3 
60.0 

425.0 

3,747.0 

103.9 
80.2 
31.3 

215.4 

116.8 

4,079.2 

$5,867.8 

*The weighted average interest rates on these borrowings at December 
30, 1989, December 31, 1988 and January 2, 1988 were 8.9%), 
9.6%) and 7.6%), respectively, and the weighted average interest 
rates for the years 1989, 1988 and 1987 were 9.4%i, 7.9%, and 
6.7%, respectively. 

**The weighted average interest rates on these borrowings at Deeenber 
30, 1989, December 31, 1988 and January 2, 1988 were 
10.1%!. 10.3%? and 8.3%), respectively, and the weighted average 

interest rates for the years 1989, 1988 and 1987 were 10.3%>, 
8.5% and 7.7%, respectively. 

**The weighted average interest rates on these borrowings at December 
30, 1989, December 31, 1988 and January 2, 1988 were 8.9%o, 
9.2%and7.7%, respectively, and the weighted average interest 
rates for the years 1989, 1988 and 1987 were 9.3%c, 7.8%c and 
6.7%, respectively. 
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Required paymenrs and sinking fund requiremencs 
during rhe next five years on debe outstanding ac 
December 30, 1989 (excluding shorc-cerm bank loans 

and commercial paper and amounts thac might become 
payable under credir facilides and revolving credit 
agreements) are as follows: 

(In millions) 1990 1991 1992 1993 

Texrron Parenc Company Borrowing Group $177.2 $ 61.4 $118.3 $ 42.7 
Finance and insurance subsidiaries 498.0 439.0 557.6 652.3 

1994 

$ 91-6 
355-1 

$675.2 

Cash paymencs for inreresr were as follows: 

(In millions) 1989 1988 1987 

Texrron Parenc Com
pany Borrowing 
Group 

Finance and insur
ance subsidiaries 

$218.6 

466.5 

$685-1 

$193-8 

378.5 

$572.3 

$186.3 

386.5 

$572.8 

The Texrron Parent Company Borrowing Group 
mainrains credir faciliries wirh various banks for bor
rowing funds on a shorr- and long-rerm basis. 

Ie has lines of credir wirh cerrain banks, principally 
on an informal basis, cocaling $211 million which are 
available ro ir and are also pardally available ($84 mil
lion) CO TFC. 

Addicionally, che Textron Parent Company Borrow
ing Group has a credir agreemenr wirh 38 banks for a 
credir facdicy of $3.6 billion, of which (a) $ 1.9 billion 
is available on a revolving basis uncil December 31, 
1992, unless excended pursuanc co che cerms of ehe 
agreement (afcer which dace any oucscanding loans will 
be payable in eighc equal semi-annual inseallmencs 
commencing six monchs chereafter), and (b) $1.7 bil
lion is available uncil December 31, 1991, unless 
excended pursuanc co che rerms of rhe agreemene. Any 
loan under che $ 1.7 billion porrion of rhe facilicy will be 
payable in eighr equal semi-annual installments com
mencing six monrhs following ehe making of such loan. 

Borrowings under rhis credic facility are available ac 
che prime rate or ar a surcharge over a cerdficace of 
deposie rare or rhe Eurodollar Race. Borrowings may 
also be made ac fixed races of inreresr compeddvely 
offered by individual banks. If che Texcron Parenc 
Company Borrowing Group's public debe racings were 
to fall below cerrain levels, addicional inceresc would be 
payable based on che rado of ics debe co consolidated nee 
worrh. Fees range from 1/8 to 3/8 of 1% per annum 
depending upon che Texcron Parenc Company Borrow
ing Group's public debt racings. 

The Texcron Parenc Company Borrowing Group's 
credir agreemene concains pcovisions relaeing eo ies max
imum allowable debe levels and debr ro consolidated nee 
worth rarios. In addirion, ir is required co maineain a 

$500.4 $675.9 $695.0 $446.7 

minimum fixed charge coverage racio and minimum 
levels of shareholders' equity. 

The Texcron Parenr Company Borrowing Group's 
credit faciliries noc used or reserved as support for our-
sranding commercial paper or bank borrowings were 
$2.9 billion ac December 30, 1989. 

In 1989, rhe Texcron Savings Plan became an 
employee scock ownership plan. The Plan purchased 
from Texcron 3,652,969 shares of Textron common 
stock (which Texrron had held in its treasury) wich rhe 
proceeds of a $ 100 million bank loan co che Plan, the 
repaymene of which is guaraneeed by Texcron. The pur
chased shares are being held by rhe trustee of the Plan 
until allocated to the accounrs of participants. Textron 
applied the proceeds from irs sale of these shares to 
reduce ies debe. However, since Texcron has guaraneeed 
che repaymene by che Plan of che $ IOO million bank 
loan, ehe Texcron Parenr Company Borrowing Group 
was required ro record $ 100 million as debe wich che 
offsercing charge (represenring, effeccively, Textron's 
prepaymenr of fucure employee benefits) recorded as a 
reducdon of shareholders' equiry. The bank loan is pay
able in quarcerly inseallmencs beginning March 30, 
1990 and bears inreresr at 85% of eirher the lower of che 
Eurodollar Rare or a base race. The loan is prepayable in 
whole or in pare on any inceresc paymenc dace wichouc 
penalcy. As che loan is repaid, shares of Texrron com
mon scock are released for allocadon eo che accounts of 
parricipancs and che appropriace porrion of rhe prepay
menr of fucure employee benefies is expensed. 

Texcron's finance subsidiaries — Avco Financial Serv
ices (AFS) and Texcron Financial Corporarion (TFC) — 
have lines of credir wich various banks aggregadng $ 1.9 
billion, of which $1.1 billion relaced co long-cerm loans. 
Lines of credic noc used or reserved as supporr for com
mercial paper and bank borrowings amounced co $851 
million, of which $112 million related eo long-cerm 
loans. In support of chese lines, AFS and TFC generally 
pay fees and/or maineain compensaeing balances. 

Undec operadng agreemencs becween Texcron and 
TFC, Texrron has made available co TFC a line of credit 
of up CO $60 million for junior subordinaeed borrowings 
ar the prime rare and Textron has agreed eo lend to TFC, 
inceresc free, an amounc noe to exceed che deferred 
income tax liabiliry of Texcron aeeribueable co rhe manu-
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faccuring profir deferred on produces manufaceured by 
Texcron and financed by TFC. 

Texrron has also agreed ro cause TFC's pre-cax income 
available for fixed charges co be noe less chan 125% of 
fixed charges- No such paymenrs were cequired for 
1989, 1988 or 1987. 

Under interesr rare exchange agreemencs, which 
expire chrough 2004, Texcron and ies finance subsidi
aries make periodic fixed paymencs in exchange for 
periodic variable paymencs. Texcron and irs finance 
subsidiaries have eneered inro such agreemenrs ro miri-
gare rheir exposure ro increases in interesr rares on cer
rain of rheir variable race debe. These agreemencs had 
rhe effecr of fixing rhe race of inreresr on $720.9 million 
of variable ineeresr race borrowings ac December 30, 
1989 ar approximacely 10.1%. The agreemencs expire 
as follows: $98-6 million in 1990, $139-3 million in 
1991 and $483-0 million chereafcec. Texcron rerminared 
seven inreresr rare exchange agreemencs in early 1990, 
covering $250 million of variable ineeresr race borrow
ings. Texecon may replace such inceresc race exchange 
agreemencs wich new agreemencs which have a longer 
average life if marker condidons improve. In 1987, 
Texcron rerminared ar a premium five such agreemencs, 
which had had ehe effecc of fixing che rare of ineeresr on 
an aggregate of $ 158 million of variable inreresr race 
borrowings-

Texcron and ics finance subsidiaries eneered inco incer
esc rate caps in 1989, for a period of 12 ro 18 monchs, 
which had che effecc of capping Texcron's effecrive ineer
est cose ac appeoximaeely 10.73% on approximarely 
$285 million of borrowings ac December 30, 1989. 
Texrron's inceresc race caps enable ie eo limic ics exposure 
CO increasing inreresr races by providing for paymencs co 
Texrron in rhe evenc chac inceresc races exceed specified 
levels. 

In 1989, in conjuncdon wieh che issuance of $ 100 
million of 10.55% Senior Noces due 1990, ehe Texcron 
Parenc Company Borrowing Group enrered inco an 
interest race exchange agreemene, which had ehe effecc 
of converdng Texecon's race of ineeresr on rhe noces eo a 
vadable race (8.50% ac Decembee 30, 1989)-

During 1989, AFS eneered inco cercain agreemencs, 
which expice chcough 1993, whereby ir will receive 
paymenrs if ineeresr rares exceed specified levels and will 
make paymenrs if inrerest rares decline below specified 
levels, wirh respecc eo appeoximaeely $ 147 million of 
borrowings ac December 31, 1989- In addidon, AFS 
expeces co replace fixed rare long-rerm debr maruring in 
1990 and rhereafter wirh variable race shorr-rerm debr, 
and in conrempladon of doing so has eneered inco incer
esc race exchange agreemencs which will have ehe effecc 
of fixing ehe race of inceresc ac approximacely 9-65% on 
$314.8 million of such variable race debe. 

In 1988, Texcron purchased an aggregare of approxi
marely $130 million of ies high ineeresr race debe, 
resulring in an excraordinary loss, nee of income caxes, 
of $9-7 million. 
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In 1987, AFS purchased $412 million of ies oucscand
ing noces ac a premium. In addidon, Texcron purchased 
an aggregace of $ l6 l million of ics oucscanding noces. 
These cransacdons resulted in exrraordinary losses, ner 
of income caxes, aggregacing $32.6 million. 

The amount of che nee assecs of Texcron's finance and 
insurance subsidiaries available for cash dividends and 
ocher paymencs co che Texcron Parenr Company Borrow
ing Group is resrricced by che cerms of lending agree
mencs and insurance scaeucory requiremenrs- As of 
December 30, 1989, approximacely $252 million of 
cheir ner assers of $ 1-7 billion were available ro be rrans-
ferred ro che Texcron Parenc Company Bocrowing Group 
pursuanr ro chese rescricdons- The long-rerm noces, 
debencures and loan agreemencs of AFS and TFC also 
concain various provisions rescriccing addidonal debe, 
che Creadon of liens or guaraneees and the making of 
invescmenes. 

10. Shareholders ' Equity 

Common stock 
In April 1987, Texcron's shareholders approved an 
amendmenr ro Texrron's chareer increasing ics auchor
ized number of common shares ro 250 million from rhe 
previously auchorized 150 million shares. Also wich 
shareholder approval, che common shares were splie 
Cwo-for-one in May 1987. 

Preferred stock 
Each share of $2.08 Preferred Scock ($23-63 approxi
mace scaced value) is converdble inco 2.2 shares of com
mon scock and is redeemable by Texcron ar $50 per 
share. In ehe evenc of involuntary liquidadon, preferred 
shareholders would be endcled eo $50 per share and 
accrued dividends, and in ehe evenc of voluncary liqui
dadon eo $50 per share. 

Each share of $ 1.40 Preferred Dividend Scock 
($ 11-82 approximace scaced value) is convecdble inco 
1.8 shares of common scock and is redeemable by 
Texcron ac $45 per share. In ehe evenc of liquidadon, 
holders ofeach share of such scock would receive accrued 
dividends and chereafcer share racably on a converced 
basis wich holders of common seock, subjecc eo ehe prior 
righcs of ehe $2.08 Preferred Seock. 

Preferred stock purchase rights 
One-half Preferred Stock Purchase Righc (Righc) is 
accached eo each oucscanding share of common stock. 
Each whole Righc will enciele ehe holder eo buy one unic 
of Series C Junior Pardcipadng Preferred Seock ac an 
exercise price of $ 175, subjecc co adjusemene. The 
Righcs will be exercisable only if a person or group 
becomes che beneficial owner of 20% or more of 
Texcron's common srock or commences a cendec or 
exchange offer which would resulc in che offeror benefi
cially owning 30% or more of Texrron's common seock 

or if the Board of Direccors declares any person eo be an 
"Adverse Person" (as defined). Upon che occurrence of 
cerrain defined evenrs after che Righcs become exercis
able, each holder of a whole Righr will be endcled co 
purchase Texrron common seock having a value of ewice 
rhe exercise price. Similarly, if Textron is involved in a 
merger or orher business combinadon with anocher per
son in which ics common scock is changed or converred, 
or if a sale of 50% or more of Texcron's assecs or earnings 
power is made co anocher person, each holder of a whole 
Righc will be endcled co purchase common seock of 
such ocher person having a value of rwice ehe exercise 
price. The Righrs expire on March 20, 1996 and may 
generally be redeemed by Texcron ae a price of $.05 per 
whole Right ar any dme prior eo een business days (as 
such period may be excended) after a public announce
mene of rhe exiscence of a 20% holder The Righcs may 
nor be redeemed if ehe independenc direcrors have previ
ously determined a person co be an Adverse Person. 

Stock options and performance units 
In 1987, Texcron shareholders approved che adopdon of 
ies 1987 Long-Term Incenrive Plan which auchorizes the 
granting of awards to key employees chrough December 
31, 1991 in eirher or borh of rhe following forms: (a) 
performance unics and (b) opcions ro purchase Texrron 
common srock. 

Performance unic awards enciele recipiencs co pay
ments based upon ehe acrainmenr of performance car-
gees. Such paymencs may be in cash, shares of common 
scock, or a combinacion ehereof, as derermined by a 
commiccee of rhe Board of Direcrors. 

The Plan provides for borh incendve seock opdons 
and non-qualified scock opcions and requires chac such 
opcions be exercisable, for no more chan eleven years, ar 
a purchase price per share noc less chan ehe fair marker 
value of Texcron common scock at ehe dace of granr. 
The rotal number of shares of common srock for which 
oprions may be granced under che currenr Plan 
is 3,000,000. 

Option activity 
Stock option transactions in 1989, 1988 and 1987 are 
summarized as follows: 

1989 1988 1987 

Shares under opcion ac beginning of year (ar average prices of $23.59 
in 1989; $23-26 in 1988 and $22.05 in 1987) 

Oprions granred (ac average prices of $24.25 in 1989; $24.44 in 
1988 and $23-77 in 1987) 

Opdons exercised (at average prices of $ 18.54 in 1989; $17.08 in 
1988 and $19.69 in 1987) 

Options canceled (at average prices of $24.90 in 1989; $25.58 in 
1988 and $29.72 in 1987) 

2,689,153 2,040,273 1,200,136 

913,275 812,500 1,132,300 

(160,919) (37,558) (274,676)* 

(51,392) (126,062) (17,487)** 

Shares under oprion ar end of year (ar average prices of $23-99 in 
1989; $23.59 in 1988 and $23.26 in 1987) 3,390,117 2,689,153 2,040,273 

Shares exercisable at end of year (ar average prices of $23.79 in 1989; 
$23.73 in 1988 and $23.22 in 1987) 2,081,791 1,435,539 963,048 

*lncludes 32,732 shares which were accompanied by stock apprecia
tion rights (SARs) and 20,668 shares surrendered upon the exercise 
of SARs. (SARs allow the holder to receive an amount of cash equal 

Reserved shares 
Shares of common srock were reserved at December 30, 
1989, as follows: 

$2.08 Cumulative Convertible 
Preferred"Scock, Series A* 

$ 1.40 Convei-cible Preferred 
Dividend Stock, Series B* 

Oprions granted ro employees 

1,258,017 

1,245,218 
3,390,117 

5,893,352 

* Includes shares issuable upon conversion of shares of preferred stock 
held as treasury shares. 

to the appreciation in market value ofthe shares upon exercising a 
stock option.) 

**Granted under a plan which expired in 1986. 

11. Leases 

Rental expense applicable to condnuing operarions for 
leased real eseaee, office locadons, and machinery and 
equipmenc was approximacely $ 116 million, $ 113 mil
lion and $104 million in 1989, 1988 and 1987, respec
rively. Fucure minimum renral commicmencs for all 
noncancellable operacing leases in effecc ae December 
30, 1989 approximaced $76 million foe 1990, $57 mil
lion for 1991, $42 million for 1992, $32 million for 
1993, $23 million for 1994 and $103 million 
thereafter. 
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12. Research and Development 

Texcron performs research and developmenC under boch 
company inidaeed programs and conrracrs wieh orhers, 
primarily rhe U.S. Governmenr. Company inidaeed 
programs include research and developmene for com
mercial producrs and independenc research and develop
menC relared ro governmenr produces and services. A 
significanC porrion of ehe cose incurred for independenr 
research and developmenr is recoverable rhrough over
head cosr allowances-

Company funded research and developmene, as dis
closed below, includes amouncs charged eo income wich 
respecc eo (a) company inidaeed programs and (b) cose 
sharing pordons of, and any losses incucred on, cus
eomer initiared programs-

(in millions) 

Company funded 
Cuseomer funded 

Toral research and 
developmenC 

1989 

$202 
343 

$545 

1988 

$168 
457 

$625 

1987 

$116 
434 

$550 

13. Pension and Other Postemployment Benefits 

Texcron and cerrain of irs subsidiaries have a number of 
defined benefir pension plans covering subscandally all 
of cheir employees. Benefirs under salaried plans are 
based on salary and years of service, while benefirs under 
hourly plans generally are based on negoriared amounrs 
and years of service. Texrron's funding policy is consis
eenc wich che funding requiremencs of federal law and 
regulacions. Plan assets consisr principally of corporace 
and governmene bonds and common srocks. 

Texcron's major pension plans provide, among ocher 
chings and subjecc to cercain condicions, chac in che 
evenc of plan cerminadon or wirhdrawal of assers wirh-
oue a cerminadon wichin chree years following a change 
in conrrol (as defined in che plans), assecs in excess of 
terminadon liabilides shall be applied eo inccease che 
benefies of pardcipancs who are acdve employees imme
diacely befoce che change in concrol. Addicionally, in 
che evenc ofany plan merger, consolidacion or cransfer 
wichin such ehree-year period, rhe accrued benefic of 
each such affecced paccicipanc and beneficiary muse be 
veseed, incceased as provided by che cerms of rhe plans, 
and sarisfied by rhe purchase of a guaraneeed annuicy 
concracr. 

Texrron adopred Scacemene of Financial Accouneing 
Seandacds No. 87, "Employer's Accounring for Pen
sions" (FAS 87) effecrive ar che beginning of 1987. Ic is 
esdmaced chac income from condnuing operadons in 
1987 increased by approximacely $12.0 million ($. 14 
pec share) as a resulc of che adopdon of FAS 87. The 
respecdve amounrs of pension cose funded and deducd
ble for rax purposes, allocable ro governmene concraecs 
and allowable in conccacc price dererminadons, are noc 
affecced by FAS 87- In 1989, pursuanc ro the require
mencs of FAS 87, Texcron recognized a minimum liabil
icy (and relaced ineangible assee) cepresencing ehe 
unfunded accumulaced benefit obligadons of ics under
funded pension plans. The recognicion of such liabilicy 
had no impace on Texcron's resulcs of operarions. FAS 87 
does noc permir Texcron ro recognize assers wirh respecr 
ro ies overfunded plans. 

Pension coscs applicable co condnuing operacions in 
1989, 1988 and 1987 include che following 
componencs: 

(In millions) 1989 1988 1987 

Service cosr — bene
fits earned during 
the year 

Ineeresr cosr on pro
jecced benefic 
obligacion 

Accual reeurn on 
plan assecs 

Amordzacion of 
unrecognized 
eransidon nee asset 

Net amordzation and 
deferral of accuarial 
gains/(losses) 

i 52.2 $ 50.3 $ 64.0 

147.7 131.4 120.6 

(296.5) (210.3) (154.0) 

(15.8) (15.8) (16-2) 

119.6 49.8 (4.3) 
Nee pension cosr 7.2 $ 5.4 $ 10.1 
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The following rable sers forrh che funded scacus of 
Texcron's pension plans ar December 30, 1989 and 

December 31, 1988, including amounrs for discon
dnued operadons. 

December 30,1989 December 31, 1988 

(In millions) 

Assets Accumulated 
exceed benefits 

accumulated exceed 
benefits assets 

Assers Accumulared 
exceed benefirs 

accumulared exceed 
benefirs assets 

Acruarial presenc value of: 
Veseed benefic obligacion 
Nonvesced benefic obligacion 

Accumulared benefic obligacion 
Addicional amouncs relared co projecced pay 

increases 

Projecred benefic obligacion 
Plan assecs ac fair value 

$1,410.0 
71.6 

1,481.6 

228.1 

1,709.7 
2,206.4 

$298.5 
30.7 

329.2 

8.2 

337.4 
250.3 

$1,235.2 
115.3 

1,350.5 

206.8 

1,557.3 
2,059.4 

$226.2 
15.5 

241.7 

7.6 

249.3 
170.1 

Plan assers in excess of/(less than) projecred 
benefic obligacion 

Unrecognized nee accuarial gain 
Unrecognized prior service cose 
Unrecognized cransirion (ner asser)/ 

nee obligacion 
Adjusemene required ro recognize minimum 

liabiliry 

496.7 
(153.6) 

25-0 

(283.9) 

— 

$ 84.2 

(87.1) 
(8.6) 
21.7 

27.5 

(35.0) 

$(81.5) 

502.1 
(170.1) 

26.7 

(294.9) 

— 

$ 63.8 

(79.2) 
(12.5) 

6.9 

42.4 

— 

$ (42.4) 
Ner pension asser (liabiliry) recognized on rhe 

consolidaced balance sheec 

Major assumprions used in rhe accounring for rhe 
defined benefir pension plans are shown in rhe following 
table. Ner pension cose is decermined using rhese faccors 

as of rhe end of ehe prior year; rhe funded sracus of che 
plans uses only ehe discoune race and rare of compensa
tion increase as of the end of rhe currenc year. 

December 30, 
1989 

December 31, 
1988 

January 2, 
1988 

January 3, 
1987 

Discoune race 
Weighced average long-rerm race of 

compensadon increase 
Long-cerm rare of reeurn on plan assecs 

8.25% 

6.00% 
9.00% 

8.75% 

6.25% 
9.00% 

9.00% 

6.00% 
9-00% 

8.00% 

6.00% 
9.00% 

Texrron and cercain of ies subsidiaries also have sev
eral defined contribudon savings and orher reriremene 
plans, including ehe employee stock ownership plan, 
covering boch salaried and hourly employees. Eligible 
employees who pardcipaee in ceceain of chese plans 
receive, wichin ceceain limics, maeching Texcron concri
budons. Coscs applicable co condnuing operacions relae
ing CO chese {slans, which are generally funded as 
accrued, amounced co appeoximaeely $34 million, $35 
million and $39 million for 1989, 1988 and 1987, 
respecdvely, of which $23 million, $25 million and $30 
million relaced co ehe employee seock ownership plan for 
1989, 1988 and 1987, respeccively. 

In addidon, Texrron provides cercain healch care and 
life insurance benefies foe cercain rerired employees. Eli-
gibiliry for rhese benefirs is resrdcred ro rhe parricular 

benefir plans ar che pardcular locarions offering redree 
benefirs. These benefits and similar benefirs for acrive 
employees are administered by insurance companies or 
oeher carriers who decermine premiums for insured 
plans and expecred coses eo be paid during rhe year 
under self-insured plans. Texcron recognizes rhe cosr of 
providing chese benefies by expensing che premiums and 
cosrs as incurred. Such coses applicable co condnuing 
operadons were approximacely $207 million, $195 mil
lion and $185 million for 1989, 1988 and 1987, respec
cively. The cosr of providing rhese benefies for rhe 
18,200, 15,800 and 15,100 redrees in 1989, 1988 and 
1987, respecrively, receiving such benefies, is noe sepa
racely idendfiable from che coscs of providing such 
benefies for che 58,000, 60,000 and 61,000 accive 
employees in 1989, 1988 and 1987, respecdvely. 
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14. Income Taxes 

Texcron files a consolidated federal income cax rerurn 
which includes all U.S. subsidiaries excepc che life 
insurance subsidiaries, which file separare rerurns-
Separace recurns are also filed for foreign subsidiaries. 

Derails of income from condnuing operacions before 
income caxes, income caxes and che deferred income rax 
effecrs of riming differences are summarized as follows: 

(In millions) 

Income from continuing operations before income taxes: 
Uniced Scaees 
Foreign 

Toral 

1989 

$304.1 
106.2 

$410.3 

1988 

$329-9 
103-4 

$433-3 

1987 

$355-8 
96.8 

$452.6 

Income taxes: 
Condnuing operarions 
Disconrinued operarions 
Exrraordinacy losses 

Tocal 

Current: 
Federal 
Srace 
Foreign 

Deferred: 
Federal 
Scace 
Foreign 

Tocal 

Deferred income tax eCTects of timing diCFerences: 
Addicional depreciacion for cax purposes 
Invenrory valuadon and long-cerm eonerace amouncs 
Finance subsidiary cransacdons — principally leasing 
Disposidon of discondnued operacions 
Allowance for bad debes 
Insurance policy acquisidon coses 
Liabilieies for furure policy benefirs 
Orher - ner 

Toral 

$141.6 
— 

(5-5) 

$161-2 
-

(20.3) 

$191.5 
28.9 

(23.5) 

$136.1 

85.4 

50.7 

$136.1 

$ 50.7 

$140.9 

112.2 

28.7 

$140.9 

28.7 

$196.9 

$ 25.6 
29.2 
30.6 

$ 42.6 
27.7 
41.9 

$ 76.5 
27.6 
31-2 

135.3 

52.7 
(2.0) 

— 

31.3 
(1.5) 
(1.1) 

58.8 
(1-5) 
4-3 

61.6 

$196.9 

8.4 
7.9 

27.0 
(-2) 

(12.1) 
20.1 

2.8 
(3-2) 

$ 2.5 
(7.7) 
28.6 

9.0 
(9.8) 
19.4 
(3.4) 
(9.9) 

$ 1.8 
3.4 

43.6 
(14.3) 
(11.9) 
20.3 
(3.3) 
22.0 

$ 61.6 
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Following is a reconciliarion of rhe federal scarurory 
income cax rare ro ehe effecdve income cax race applica
ble CO condnuing operations: 

1989 1988 1987 
Federal statutory income tax rate 
Increase (decrease) in taxes resuldng from: 

Srare income raxes, ner of federal rax benefir 
Amortization of goodwill 
Foreign Sales Corporation benefit 
Tax credirs 
Nontaxable investment income 
Foreign rax rare differenrial 
Oeher — nee 

34.0% 34.0% 40.0% 

4.5 
3-2 

(1.9) 
(1.8) 
(1.1) 
1.0 

(3.4) 

4.1 
2.9 

(1.9) 
(.3) 

(1.1) 
1.9 

(2.4) 

3.3 
3.4 
(.7) 
(.8) 

(1.4) 
.8 

(2.3) 
Effective income cax rate 34.5% 37.2% 42.3% 

The income tax on discontinued operations in 1987 
differs from thar which would result from application of 
the scaeucory tax rare in effect in 1987, primarily due ro 
addirionai taxes on repaedaeed earnings of foreign 
subsidiaries. 

Cash paymenrs for income raxes were $ 100.0 million, 
$116.7 million and $146-7 million in 1989, 1988 and 
1987, respecrively. 

Deferred income taxes have nor been provided for rhe 
undistribured earnings of foreign subsidiaries which 
aggregared approximately $281 million ar December 
30, 1989. Managemenc's incendon is ro reinvesr such 
undisrribured earnings ourside che Uniced Scaees for an 
indefinire period, excepr for discriburions upon which 
incremental U.S. income raxes would nor be macerial. 

Ac December 30, 1989, consolidared shareholders' 
equiry included $105 million of U.S. life insurance sub
sidiaries' policyholders' surplus for financial reporcing 
purposes on which no income raxes have been provided. 
Under presenr circumsrances it is not anricipared thac 
any ofthese earnings will become taxable. 

FAS 96 — Accounting for Income Taxes 
In 1987, rhe Financial Accounting Standards Board 
issued Srarement of Financial Accoundng Scandards No. 
96, "Accoundng for Income Taxes" (FAS 96), which is 
required ro be implemenced by Texcron no larer chan che 
beginning of 1992. 

As originally issued, FAS 96 would require Texcron 
ro modify irs income cax accoundng so chac deferred 
raxes are scared ar prevailing rares. In addirion, FAS 96 
would esrablish more reseciceive crireria for che recog-
nirion of deferred rax assecs and would significandy 
modify the cax accoundng for purchase business combi
nadons. However, rhe Board is considering requesrs ro 
amend FAS 96 so as ro permir rhe recognition of 
deferred rax assecs in cerrain circumsrances and reduce 
rhe complexiries of FAS 96. 

Textron is condnuing eo study the impace of FAS 96 
(including considerarion ofany possible amendmenrs 
eo FAS 96) on ies consolidaced financial scacemencs. 
Alchough ehe scudy is not yet complete, adoption of chis 
scacemene as originally issued could possibly reduce 
shareholders' equicy by an amounc up CO $ 150 million. 
The effecr of certain amendmenrs being considered 
would likely be to reduce this impact, possibly 
significantly. 

15.-Arbitration 

Arbitration concerning terminated coproduction agreement 
For ten years, Textron has been engaged in arbirrarion in 
Switzerland wieh che Governmenr of Iran concerning 
conflicring claims and councerclaims arising our of a 
1975 helicopcer coproduction agreemenr berween ics 
Bell Helicopcer Division and rhe former Governmene of 
Iran. The contracr was rerminared in 1978 and che arbi-
cration scarced in 1979. While borh facrual and legal 
issues remain oucscanding, an ineerim decision of rhe 
arbirraror handed down in June 1989 indicaces thac at 
the conclusion of che arbicraeion Bell will incur coscs 
associaced wich ehe arbirradon esrimared co be noc less 
chan $15.0 million, which has been reporred in 1989 as 
an exrraordinary loss, ner of income caxes, of $9-5 mil
lion ($.11 per share). Managemene believes chat addi
donal liabilieies, if any, resulcing from final resoludon 
of chis marrer will nor be macerial co Texcron's financial 
condirion. 

Arbitration concerning former line of business 
An insurance subsidiary of AFS pardcipaced in froncing 
programs wich other insurance companies, which pro
grams were disconrinued prior ro December 31, 1985. 
A dispuce reladng co one of chese programs was heard by 
arbicracors in 1988 and, based on the arbirrarors' subse-
quenr rulings, AFS recorded an after-eax loss of $28.0 
million ($.32 per Texecon share) as an excraordinary 
icem in 1988. 
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16. Con t ingenc ies 

There are pending or chreacened againsc Texcron and ies 
subsidiaries lawsuies and oeher proceedings, including 
ehe pcoceedings desccibed in Noces 1 and 15, some of 
which allege violadons of federal governmene procure
mene regulacions, involve enviconmencal maccers, or are 
or purporc co be class acdons. Among chese suics and 
proceedings are some which seek compensacory, creble 
or punicive damages in subscandal amouncs; indicc-
menes, fines, penaldes or cesdeudon; ehe cleanup of 
allegedly hazardous wasres; or, under federal govern
menr procuremenr reguladons, could resulc in suspen
sion or debarmene of Texcron or ies subsidiaries from 
U.S. Governmene conccaccing for a period of rime. 

These suics and proceedings are being defended or con-
cesced on behalf of Texcron and ies subsidiacies- On che 
basis of informarion presenrly available, Texrron believes 
chac any such liabilicy or che impace of che applicadon of 
relevanc governmene regulacions would noe have a mace
rial effecc on Texcron's financial condidon. 

17 . S e l e c t e d F in an c i a l I n f o m i a t i o n b y B u s i n e s s 
S e g m e n t a n d G e o g r a p h i c A r e a 

Presenred below and on page 31 of rhis reporr is selecred 
financial informacion by business segmenr and geo
graphic area for Texrron. 
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Selected Financial Information by Business Segment 

Business Segmen t s 

(In millions) 

Ident i f iable assets 

1989 1988 

Capital e x p e n d i t u r e s 

1987 

Deprec ia t ion 

Aerospace Technology: 
Helicopters 
Propulsion 
Systems 

645 $ 632 $ 662 
1,292 1,310 1,270 

850 855 838 

1989 

$ 31 
49 
37 

1988 

$ 38 
39 
43 

1987 

$ 44 
48 
48 

1989 

$ 27 
36 
41 

1988 

$ 27 
36 
40 

1987 

$ 21 
35 
40 

Commercial Products 

Financial Services: 
Finance and related insurance 
Orher insurance 

Discontinued operations 
Corporare 
Eliminations 

2,787 

959 

5,840 
3,738 

9,578 

492 
(26) 

2,797 

930 

5,148 
3,466 

8,614 

256 
(43) 

2,770 

773 

4,463 
3,135 

7,598 

124 
2.12 
(19) 

117 

91 

22 
8 

30 

2 

120 

68 

16 
11 

27 

5 

140 

59 

10 
7 

17 

13 
6 

104 

48 

12 
6 

18 

4 

103 

42 

10 
5 

15 

5 

96 

38 

10 
4 

14 

10 
5 

$13,790 $12,554 $11,458 $240 $220 $235 $174 $165 $163 

The principal products and services ofTextron's segments are as 
follows: 
Helicopters — helicopters and spare parts for the U.S. 
Government, foreign governments and civilian markets. 
Propulsion — gas turbine and reciprocating engines and related 
products and gas turbine engine components, including fuel metering 
and injection devices; titanium and superalloy compressor components 
such as fan and compressor blades, vanes and impellers; and discs, 
hubs, cases, frames and precision gears. These products are sold as 
original equ'ipment or spares for use in military, commercial and 
business aircraft and heUcopters as well as certain vehicular 
applications. 

Syscems — development and production of: advanced technology 
tactical and strategic weapons systems; lightweight armored combat 
vehicles and weaponiturret control and stabilization systems; 
electrohydraulic flight control systems and other technologies for new 
generation aircraft; aircraft landing and satellite communications 
systems; advanced composites and fire protection materials; wings and 

other large aerospace structures; and air cushion vehicles. These 
products are sold principally to the U.S. Government and its prime 
contractors, foreign governments and commercial aircraft 
manufacturers. 
Commercial Produces — automotive functional components and 
decorative metal and plastic trim parts, which are sold primarily as 
original equipment; lawn and garden equipment; golf cars; turf 
maintenance equipment; fasteners and fastening systems; proprietary 
production machine tools; powered equipment and tools for 
contractors; and watch attachments. 

Finance and Relaced Insurance — installment and secured real 
estate loans to consumers; finance-related credit life, disability and 
casualty insurance; equipment leasing; secured commercial loans; real 
estate mortgages and inventory financing. 
Other Insurance — individual non-cancellable disability income 
insurance; group life, medical, dental and disability insurance; 
individual life and financial products; and collateral protection 
insurance products for financial institutions. 
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ssa 
Selected Financial Information by Geographic Area 

Geograph ic Areas 

(In millions) 

R e v e n u e s 

1989 1988 1987 

I n c o m e 

1989 1988 1987 

Revenues and income by origin 
condnuing operadons: 

Uniced Scaees 
Canada 
Asia/Pacific 
Wescern Europe 

$6,550 
577 
171 
133 

$7,431 

$6,543 
434 
173 
129 

$7,279 

$6,569 
344 
127 
115 

$7,155 

$628 
62 
27 
15 

732 

(69) 
(253) 

$612 
44 
33 
18 

707 

(71) 
(203) 

$629 
48 
33 
13 

723 

(73) 
(197) 

Corporate expenses and orher -
Interest expense — net 

ner 

Income from condnuing opecadons 
before income raxes $410 $433 $453 

Desrinadon of U.S. exporrs — continuing operarions: 

Expor t sales 

1989 1988 1987 

Asia/Pacific 
Western Europe 
Canada 
Middle East 
South America 
Other locations 

467 
347 
213 

69 
40 
74 

$ 401 
329 
155 
145 
41 
56 

$205 
345 
104 
120 
56 
61 

$1,210 $1,127 $891 

Ident i f iable assets 

Identifiable assers by locarion: 1989 1988 1987 

Unired States 
Canada 
Asia/Pacific 
Western Europe 
Disconcinued operacions 
Corporace 
Eliminadons 

$11,178 
1,401 

455 
313 

-
492 
(49) 

$13,790 

$10,303 
1,286 

453 
315 

— 
256 
(59) 

$12,554 

$ 9,468 
1,023 

367 
302 
124 
212 
(38) 

$11,458 

Notes: 
(i) Corporate assets in 1989 include the investment in Avdel. 
(ii) Revenues by geographic area exclude investment income ofthe 
Textron Parent Company Borrowing Group. 
(iii) Revenues înclude sales to the U.S. Government of$l. 7 billion, 
$2.1 billionari'd$2.6 billion in 1989, 1988andl987, 
respectively. ;, 

(iv) Revenues between geographic areas, predominantly revenues of 
U.S. divisions, were approximately 2%c, 2%c and 1% of total 
revenues in 1989, 1988 and 1987, respectively. 

57 



18. Financial Infomiat ion by Borrowing Group 

Texcron consisrs of rwo borrowing groups — rhe Tex
tron Parenr Company Borrowing Group and rhe finance 
and insurance subsidiaries. 

This framework is designed to enhance che borrowing 
power of rhe roral company by separaring borrowing 
orienred unirs of a specialized business nature such as 
financial services. 

The Texrron Parent Company Borrowing Group is 
comprised of all encides of Texrron orher chan ics finance 

and insurance subsidiaries. The financial scaeemenes of 
chis group as ser forrh below reflecr Texrron's invesc
menes in ics finance and insurance subsidiaries on che 
equicy basis. Ics sources of cash flow include dividends 
paid by rhe finance and insurance subsidiaries, as well as 
cash generared by orher operaring unirs. 

The finance and insurance subsidiaries finance cheir 
respecrive operarions by borrowing from cheir own 
group of exrernal credirors. 
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Financial Information for the 
Textron Parent Company Borrowing Group 

Statement of Incon ie 
For each ofthe three years in the period ended December 30, 1989 
(In millions) 1989 1988 1987 

Revenues 

Costs and expenses: 
Cosr of sales 
Selling and adminiscrarive 
Inreresr expense 

Tocal coscs and expenses 

Equicy in pee-eax income of finance and insurance subsidiaries 

Income from conrinuing operarions before income caxes 
Income caxes 

Income from continuing operations before extraordinary losses 
Disconcinued operacions, ner of income raxes 
Extraordinary losses, ner of income raxes 

Net income 

Balance Sheet 
(In millions) 

Assets 
Cash 
Receivables — ner 
Invenrories 
Invesrmenrs in finance and insurance subsidiaries 
Propercy, plane and equipmenc — nee 
Goodwill, less accumulaced amorrizarion of $72.2 and $52.8 
Orher assers 

Toral assers 

Liabilities and shareholders' equity 
Accounts payable, income caxes and accrued liabilides 
Debe 
Shareholders' equicy 

Tocal liabilides and shareholders' equiry 

$5,282.1 

4,155.6 
713.3 
263.1 

5,132.0 

150.1 
260.2 

410.3 
141.6 

268.7 
-

(9-5) 

$ 259.2 

December 30, 
1989 

$ 3.7 
720.8 

1,320.8 
1,731.7 

895.4 
709-6 
564.4 

$5,946.4 

$1,443.3 
1,956.0 
2,547.1 

$5,946.4 

$5,348.8 

4,278.7 
656.8 
208.5 

5,144.0 

204.8 
228.5 

433-3 
161-2 

272-1 
-

(37-7) 

$ 234.4 

December 31, 
1988 

$ 10.3 
815.3 

1,231.7 
1,615.9 

850.3 
723.9 
309-8 

$5,557.2 

$1,383.7 
1,788.6 
2,384.9 

$5,557.2 

$5,397.4 

4,387.7 
604.3 
206.1 

5,198.1 

199.3 
253.3 

452.6 
191-5 

261.1 
27.8 

(32.6) 

$ 256.3 

58 

^v^^^f--^-^^-

Financial Information for the 
Textron Parent Company Borrowing Group (continued) 

Sta tement of Cash Flows 
For each of the three years in the period ended December 30, 1989 
(In millions) 1989 1988 1987 

Cash flows from operating activities: 
Nee income 
Adjuscmencs co reconcile ner income ro nee cash 

provided by operaring acriviries: 
Undistribured earnings of finance and 

insurance subsidiaries 
Depreciation and amordzacion 
Deferred income caxes 
Conrdburions of common srock co employee benefic plans 
Gain on sales of discondnued operarions 
Losses on early redemprion of debr 
Changes in assers and liabilides excluding chose 

related ro divesritures of businesses: 
Decrease (increase) in receivables 
Increase in invenrories 
Decrease (increase) in orher assets 
Increase (decrease) in accounrs payable, income caxes payable 

and accrued liabiliries 
Orher — ner 

$ 259.2 

(114.1) 
178.6 

12.1 

$ 234.4 $ 256.3 

78.8 
(89.1) 
(39.3) 

(17.1) 
(7.9) 

(82.0) 
171.4 

(.6) 

15.6 

(53.6) 
(21-3) 
(16-5) 

(135.3) 
5.6 

(69.5) 
170.3 

14.3 
64.4 

(51.5) 
14.2 

(93.7) 
(8.3) 
44.8 

64.4 
(4.5) 

Ner cash provided by operaring acdvides 261.2 117.7 401.2 

Cash flows from investing activities: 
Purchases of investments 
Proceeds from sales of invesrmenrs 
Colleccions on noces receivable 
Capiral expendicures 
Proceeds from sales of properry, planr and equipment 
Proceeds from sales of disconrinued operadons 

(228.3) 
40.4 

9.6 
(209.9) 

13.3 
32.7 

(43.8) 
1.6 

11.0 
(192.8) 

12.4 
34.8 

48.7 
46.5 

(215.7) 
35.9 

293.0 

Ner cash provided (used) by invesring acriviries (342.2) (176.8) 208.4 

Cash flows from financing activities: 
Increase (decrease) in shorr-rerm debe 
Proceeds from issuance of long-rerm debt 
Principal payments on long-cerm debr 
Capiral concribudon ro finance subsidiary 
Sales of common seock 
Purchases of common scock 
Dividends paid 

1.0 
682.7 

(609.9) 
(10.0) 
100.0 

(89.4) 

(.7) 
581.5 

(324.6) 

(105-5) 
(87-1) 

(21.2) 
562.5 

(1,281.9) 

195.6 
(12.1) 
(87.0) 

Net cash provided (used) by financing activities 
Effecc of exchange race changes on cash 

Net increase (decrease) in cash 
Cash ac beginning of year 

Cash ac end of year ,. 

74.4 

(6.6) 
10.3 

$ 3.7 $ 

63.6 
.2 

4.7 
5.6 

10.3 $ 

(644.1) 
.3 

(34.2) 
39.8 

5.6 
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Financial Information for Textron's 
Finance and Insurance Subsidiaries 

S t a t e m e n t o f I n c o m e 
For each ofthe three years ended December 31, 
(In millions) 1989 1988 1987 

Revenues: 
Inceresc, discoune and service charges 
Credic life, credic disabilicy and casualcy insurance premiums 
Non-cancellable disabilicy income, life and group insurance premiums 
Investmenc income (including nee capical gains) 

$1,007.8 
248.5 
587.8 
313.9 

891.7 
223-2 
527-6 
294-2 

829-3 
220-2 
435.0 
282.3 

Tocal revenues 2,158.0 1,936.7 1,766.8 

Costs and expenses: 
Selling and adminiscracive 
Inceresc expense 
Provision for losses on collecdon of finance receivables, less recoveries 
Credic life, credic disabilicy and casualcy insurance losses 

and adjusemene expenses, less recoveries 
Death and oeher insurance benefies 
Inccease in insurance policy liabilides 
Amorcizaeion of insurance policy acquisidon coscs 

586.4 
470.0 

89-6 

100.1 
311.9 
224.0 
115.8 

533.6 
393.4 

85.0 

97.5 
285-0 
206-8 
106.9 

433-6 
374.1 

87-7 

120.9 
224.2 
183.1 
89.9 

Total coses and expenses 1,897.8 1,708-2 1,513.5 

Income before income caxes 
Income caxes 

260.2 
92.1 

228.5 
83.7 

253.3 
101-7 

Income before extraordinary losses 
Excraordinary losses, nee of income caxes 

168.1 144.8 
(28-0) 

151-6 
(24.6) 

Net Income $ 168.1 $ 116.8 $ 127.0 

B a l a n c e S h e e t 

(In millions) 

Assets 
Cash 
Invescmenes 
Finance receivables — nee 
Propercy, plane and equipmenc — nee 
Unamorcized insurance policy acquisidon coses 
Goodwill, less accumulaced amordzacion of $95.0 and $76.3 
Ocher assecs 

Tocal assecs 

Liabilities and equi ty 
Accouncs payable, income caxes and accrued liabilieies 
Insurance reserves and claims 
Debe 
Equicy 

Tocal liabilieies and equicy 

Notes: 
(i) TFC derives a substantial portion of its business from financing the 
sale and lease of products manufactured and sold by Textron. In 1989, 
1988 and 1987, TFC paid Textron $508.9 million, $312.3 million 
and $188.5 million, respectively, for the purchase of receivables. Under 
an operating agreement with Textron, TFC generally has recourse to 
Textron with respect to finance receivables and leases of products 
manufactured and sold by Textron. At December 31,1989, finance 
receivables of $410.2 million ($407.1 million at December 31, 1988) 
were due from Textron or subject to recourse lo Texiron. 

December 31, 
1989 

December 31 , 
1988 

25.6 
3,064.2 
5,298.4 

100.5 
509-8 
373-7 
242.0 

$ 5.7 
2,875-5 
4,684.9 

92.7 
443.1 
392.5 
173.1 

$9,614.2 

$9,614.2 

$8,667.5 

656.8 
2,564.4 
4,661.3 
1,731.7 

$ 628.0 
2,344.4 
4,079-2 
1,615-9 

,667.5 

(ii) Approxitnately 72%, 77% and 69% ofthe credit life and credit 
disability insurance premiums earned and 24%, 24% and 14% ofthe 
casualty insurance premiums earned in 1989, 1988 and 1987, 
respectively, were related directly to AFS' consumer loan activities, 
(iii) The outstanding indebtedness of the finance and insurance 
subsidiaries at December 31,1989 and 1988 was as follows: AFS — 
$3.4 billion and $3.2 hdl ion. respectively; TFC — $1.3 billion and 
$.9 billion, respectively. 
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Financial Information for Textron's 
Finance and Insurance Subsidiaries (continued) 

S t a t e m e n t o f C a s h F l o w s 
For each ofthe three years ended December 31, 
(In millions) 

Cash flows from ope ra t i ng activities: 
Net income 
Adjuscmencs ro reconcile ner income ro ner cash 

provided by operaring acriviries: 
Depreciadon and amorrizadon 
Provision for losses on finance receivables 
Deferred income caxes 
Increase in insurance policy liabilides 
Amordzacion of insurance policy acquisidon coses 
Gains on sales of invescmenes 
Gain on sale of credic card receivables 
Losses on early redempdon of debe 
Changes in assecs and liabilieies: 

Addicions co insurance policy acquisidon coscs 
Decrease (increase) in ocher assets 
Increase (decrease) in accouncs payable, income caxes payable 

and accrued liabiliries 
Increase (decrease) in unearned insurance premiums and 

reserves for insurance losses and adjusemene expenses 
Ocher - ner 

Ner cash provided by operacing acdvides 

Cash flows from inves t ing activities: 
Purchases of invesrmencs 
Proceeds from sales of invesrmenrs 
Finance receivables originaeed or purchased 
Finance receivables repaid or sold 
Capical expendicures 
Proceeds from sales of properry, plane and equipmenc 

Net cash used by inveseing acdvides 

1989 

$ 168.1 

(17.5) 

24.9 
(31.5) 

424.9 

(1,078.6) 

1988 

84.2 

12.9 
9.7 

518.8 

(1,025.2) 

1987 

$ 116.8 $ 127.0 

35.7 
109.4 

38.6 
224.0 
115.8 

(8.4) 
-
— 

(182.5) 
(51-7) 

33.3 
106.9 
29.3 

206.8 
106.9 
(11.0) 

-
— 

(171.3) 
(5.7) 

32.6 
108.6 
47.3 

183.1 
89.9 

(16.0) 
(52.3) 
41.9 

(142.6) 
6.0 

47.2 

(16.7) 
(1.6) 

454 .4 

(722.6) 
557.5 

(3,627.5) 
2,744.3 

(30.3) 
-

(796.3) 
538.0 

(3,232.9) 
2,491.0 

(25.0) 
-

(1,003.4) 
765.3 

(2,684.4) 
2,699.9 

(13.9) 
8.3 

(228.2) 

Cash flows from financing activities: 
Increase in shorc-cerm debr 
Proceeds from issuance of long-rerm debe 
Principal paymencs on long-cerm debr 
Receiprs from inceresc sensicive insurance produces 
Reeurn of accounc balances on ineeresr sensicive insucance produces 
Capical concribudon from Texecon 
Dividends paid — ineercompany 

168.0 
1,027.0 
(468.1) 
103.0 

(111.9) 
10.0 

(54.0) 

112.9 
742.6 

(362.8) 
95.6 

(79.2) 
— 

(34.8) 

188.9 
411.2 

(819.8) 
92.9 

(73.3) 
— 

(57.5) 

Nee cash provided (used) by financing acdvides 
Effecc of exchange race changes on cash 

674.0 

(.4) 
474 .3 

.9 
(257.6) 

.7 

Net inc rease ((decrease) i n cash 
Cash ae beginning of year 

19.9 
5.7 

(31.2) 

36 .9 

Cash ae end of year $ 25.6 5.7 

(30.7) 
67 .6 

$ 36 .9 
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Quarterly Financial and Stock Information 1989 and 1988 
(Unaudited) 

1st Q u a r t e r 2 n d Q u a r t e r 3 rd Q u a r t e r 4 th Q u a r t e r 

(In millions except per share amounts) 

Income Statement Data: 
Revenues 
Aerospace Technology: 

Helicopcers 
Propulsion 
Syscems 

1989 

$ 293.3 
336.1 
182.3 

1988 

$ 314.0 
353.3 
227.9 

1989 1988 

$ 268.8 $ 316-2 
334.4 299-9 
213.5 246.5 

1989 

$ 214.3 
310.1 
231-5 

1988 

$ 307-7 
289-8 
240.8 

1989 

$ 302.1 
350.6 
343.7 

1988 

$ 334.0 
365.4 
312.8 

Commercial Produces 

Financial Services: 
Finance and relaced insurance 
Oeher insurance 

Tocal revenues 

811.7 

495.8 

281.3 
236.1 

517.4 

$1,824.9 

895.2 

438.8 

248.7 
210.7 

459.4 

$1,793.4 

816.7 

495.1 

297.2 
238.3 

535.5 

$1,847.3 

862.6 

452.5 

255.2 
214.5 

469-7 

$1,784.8 

755.9 

434.2 

293-2 
251-5 

544.7 

$1,734.8 

838.3 

393.2 

261.5 
224.0 

485.5 

$1,717.0 

996.4 

466.7 

302.5 
257.9 

560.4 

$2,023-5 

1,012.2 

449-9 

271-5 
250.6 

522-1 

$1,984.2 

Income 
Aerospace Technology: 

Helicopcers 
Propulsion 
Syscems 

30.4 $ 
35.0 

3-7 

15-3 $ 
36.7 
15.3 

34.7 $ 
31.6 

5.0 

23.1 $ 12.9 $ 
29-4 29-4 
21.2 23-3 

24-7 
31-2 
22-9 

$ 16.5 $ 
36.5 
48.6 

18.4 
50.9 
11.6 

Commercial Produces 

Financial Services: 
Finance and relaced insurance 
Ocher insurance 

Segmenc operadng income 
Corporace expenses and oeher - nee 
Ineerest expense - nee 

Income before income caxes 
Income caxes 

69-1 

49.9 

40.4 
18.2 

58.6 

177.6 
(15.8) 
(61.0) 

100.8 
37.5 

67.3 

45-7 

42.8 
18.0 

60.8 

173.8 
(16.9) 
(46.6) 

110.3 
41.9 

71.3 

48.4 

43.1 
23.1 

66.2 

185.9 
(15.4) 
(63-2) 

107.3 
38.5 

73.7 

47.0 

41.5 
15.1 

56.6 

177.3 
(17-4) 
(48.8) 

111.1 
42.2 

65.6 

27.2 

42.3 
26.7 

69.0 

161.8 
(16.6) 
(60.8) 

84.4 
24.9 

78.8 

33-0 

37.4 
17.8 

55.2 

167.0 
(14-7) 
(50-9) 

101.4 
38.6 

101.6 

39.1 

43.7 
22.7 

66.4 

207.1 
(20.8) 
(68.5) 

117.8 
40.7 

80.9 

51.9 

33-1 
22.8 

55.9 

188.7 
(22.1) 
(56.1) 

110.5 
38.5 

Income before extraordinary 
losses 

Extraordinary losses, nee of 
income caxes 

63.3 

-

68-4 

(29.7) 

68.8 

(9.5) 

68.9 59.5 62.8 77.1 72.0 

(8.0) 

Net income $ 63.3 $ 38-7 $ 59.3 $ 68.9 $ 59.5 $ 62.8 $ 77.1 $ 64.0 

Income per c o m m o n sliare: 
Income before extraordinary 

losses 
Excraordinary losses 

Net income 

$ 

$ 

.73 $ 

.73 $ 

-76 $ 
(-33) 

-43 $ 

.78 $ 
(.11) 

.67 $ 

-78 $ 

-78 $ 

.66 $ 

.66 $ 

.72 $ 

.72 $ 

-85 $ 

-85 $ 

.83 
(.09) 

-74 

Common Stock Infomiat ion 
Price Range: High 

Low 
Dividend per share 

$ 29 $ 29'A 
$ 23% $ 211/2 
$ .25 $ .25 

$ 28V8 $ 26'/2 
$ 25'/8 $ 23 
$ .25 $ -25 

$ 29% $ 261/4 $ 27% $ 27^/8 
$ 25% $ 22 IA $ 22% $ 23 
$ .25 $ .25 $ .25 $ .25 
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Five-Year Summary* 

(Dollars in millions except per share amounts) 

Revenues : 
Sales 
Inceresc, discoune and service charges 
Insurance premiums 
Invesrmenr income (including nee capical gains) 

Tocal revenues 

$ 

Costs a n d expenses : 
Cost of sales 
Selling and adminiscracive 
Ineeresr expense 
Provision for losses on collecrion of finance 

receivables, less recoveries 
Insurance benefirs and increase in policy liabiliries 
Amordzation of insurance policy acquisirion cosrs 

Toral coses and expenses 

Income ftom condnuing operarions 
before income caxes 

Income raxes 

I n c o m e from c o n t i n u i n g o p e r a t i o n s before 
ex t r ao rd ina ry i t ems a n d cumula t ive effect 
of a c h a n g e in a c c o u n t i n g p r inc ip l e 

Disconcinued operacions, nee of income caxes 
Excraordinary icems, nee of income caxes 
Cumuladve effecr of a change in accoundng 

principle 

Net i n c o m e 

Per c o m m o n sha re : 
I n c o m e from c o n t i n u i n g o p e r a t i o n s 
Discondnued operations 
Exrraordinary irems 
Cumuladve effecc of a change in 

accoundng principle 

Net i n c o m e 

Div idends dec la red 

Average c o m m o n sha re s o u t s t a n d i n g 

Financial Posi t ion at Year-End 
Total assers 
Debt: 

Texrron Parent Company Borrowing Group 
Finance and insurance subsidiaries 

Shareholders'oequicy * 
Book value pei:' common share 

O t h e r Data ' 
Capital expenditures*** 
Depreciation*** 
Number of common shareholders 

$ 

$ 

$ 

$ 

1989 

5,272.5 
1,007.8 

836.3 
323.5 

7,440.1 

4,155.6 
1,299.7 

733.1 

89-6 
636.0 
115.8 

7,029.8 

410.3 
141.6 

268.7 

(9.5) 

259.2 

3.02 

(-11) 

2.91 

1.00 

88,999,000 

$ 13,790.4 

$ 1,956.0 
$ 4,661.3 
$ 2,547.1 
$ 28.24 

$ 
$ 

240.2 
173.6 

35,000 

$ 

$ 

$ 

$ 

$ 

1988 

5,342.7 
891-7 
750.8 
300.3 

7 ,285.5 

4 ,278 .7 
1,190.4 

601-9 

85 .0 
589.3 
106.9 

6 ,852.2 

433 .3 
161.2 

272 .1 

(37.7) 

234.4 

3.10 

(.43) 

2.67 

1.00 

87 ,910 ,000 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

12,554.1 

1,788.6 
4 ,079 .2 

2 ,384 .9 
27.60 

219-9 
164.7 

36 ,000 

$ 

$ 

$ 

$ 

$ 

1987** 

5,388.4 
829 .3 
655.2 
291 .3 

7 ,164.2 

4 ,387 .7 
1,037.9 

580-2 

87 .7 
528.2 

89 .9 

6,711-6 

452 .6 
191.5 

261 .1 
27 .8 

(32.6) 

256.3 

2.97 
.32 

(.37) 

2.92 

.975 

87 ,733 ,000 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

11,457.5 

1,489.7 
3 ,571.3 
2 ,307 .2 

25 .39 

222.2 
152.7 

37 ,000 

$ 

$ 

$ 

$ 

$ 

1986 

4 ,688 .1 
877-2 
675-3 
286-4 

6 ,527 .0 

3 ,768.3 
995 .9 
583.8 

96 .4 
547.8 
I I I . 2 

6 ,103.4 

423 .6 
194.0 

229.6 
16.3 
(6-7) 

239.2 

2 .78 
.20 

(.08) 

2 .90 

.90 

82 ,564 ,000 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

11,517.8 

2 ,212 .9 
3 ,642 .1 
1,847.2 

22 .38 

185.4 

115.3 
36 ,000 

$ 

$ 

$ 

$ 

$ 

1985 

3 ,732.9 
835.7 
541.5 
231.5 

5 ,341.6 

2 ,953.7 
944.5 
574.6 

74 .9 
442 .6 

72 .1 

5 ,062.4 

279.2 

112.3 

166.9 
56.7 
16.4 

11.8 

251 .8 

2 .23 
.76 
.22 

.16 

3.37 

.90 

74 ,636 ,000 

$ 

$ 
$ 
$ 
$ 

$ 
$ 

10,170.6 

1,541.9 
3,759.7 
1,633.3 

19.94 

144.4 
94 .4 

40 ,000 

*Theresultsof operations of Ex-Cell-O and Avco are included from September 17, 1986 and January 10, 1985, respectively. 
**In 1987, AFS sold its credit card receivables, resulting in an after-tax profit of $34.4 million ($.39 per Textron share). 

***These items relate to continuing operations only. 
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Textron Board of Directors' 

BJ:. Dolan (1) 
Chairman and 

Chief Execucive Officer 
Texrron Inc-
Providence, RI 

Joseph R. Carter (4) 
Reeired Chairman 
Wyman-Gordon Company 

(manu&ccuring firm) 
Worcester, MA 

R. Stuart Dickson (1,3) 
Chairman 
Ruddick Corporation 

(diversified holding 
company) 

Charlotte, NC 

William M. EUinghaus (1,2) 
Retired President, AT&T 
New York, NY 

James F. Hardymon (1) 
President and 

Chief Operating Officer 
Textron Inc. 
Providence, RI 

Webb C. Hayes, IU( 1,3) 
Partner 
Baker & Hostetler (attorneys) 
Washington, DC 

James R. Martin (1,4) 
Retired Chairman 
Massachusetts Mutual Life 

Insurance Company 
Springfield, MA 

Barbara Scott Preiskel (2,3) 
Formerly Senior Vice 

President and General 
Counsel 

Morion Picture Association 
New York, NY 

johnJ.Schmidt(4,5) 
Consultant 

(business and property 
development; business 
combinations) 

Chicago, IL 

Sam F. Segnar (1,4) 
Chairman 
Collecting Bank, N.A. 
Houston, TX 

L^ii^tr:-^''-

Principal Corporate Officers 

B J . Dolan*** 
Chairman and 

Chief Executive Officer 

James F. Hardymon 
President and 

Chief Operating Officer 

Dennis G. Utde* 
Executive Vice President and 

Chief Financial Officer 

Thomas D. Soutter*** 
Executive Vice President and 

General Counsel 

William F. Wayland* 
Executive Vice President 
Human Resources 

Maurice G. Wilkins,Jr.** 
Executive Vice President 
Corporate Development 

Richard A. McWhirter*** 
Senior Vice President 
Insurance and Environmencal 

Affairs 

Raymond W. Caine,Jr.* 
Vice Presidenc 
Corporace Communications 

Robert B. Clendenen* * 
Vice Presidenc 
Internal Audit and 

Business Ethics 

Brian T. Downing 
Vice President and Treasurer 

Amold M. Friedman** 
Vice President and Deputy 

General Counsel 

Edward O. Handy,Jr.*** 
Vice President and Secretary 

Mary L.Howell* 
Vice President 
Government Affairs 

Gregory E. Hudson 
Vice President 
Taxes 

Jean Head Sisco (4,5) 
Partner 
Sisco Associates 

(management consultants) 
Washington, EXI! 

J. Raul Sticht (2,3) 
Retired Chairman 
RJR Nabisco, Inc. 

(international consumer 
products company) 

Winscon-Salem, NC 

Robert?. Straetz (5) 
Reeired Chairman 
Texcron Inc. 
Providence, RI 

Howard R. Swearer (3,5) 
Direccor 
Institute for International 

Studies 
President Emeritus, Brown 

University 
Providence, RI 

William P. Janovitz* 
Vice President and Controller 

Cecil W. Labhart*** 
Vice President 
Information Systems Services 

LomaE. Long*** 
Vice President 
Human Resources 

John L. Morse* * * 
Vice President 
Risk Management and 

Insurance 

Richard A. Watson* * 
Vice President and President 

Textron Investment 
Management Company 

Principal Corporate 
Officers/Operations 

Quent in G. Achuflf* * * 
Senior Vice President 

Fastener Operations 

Gary E. Atwell** 
Group Vice President 

Martin D.Walker (2) 
Chairman and Chief Executive 

Officer 
M.A. Hanna Company 

(formulated polymers and 
natural resource concern) 

Cleveland, OH 

*Numbers indicate 
committee memberships 

(1) Executive Committee: 
Chairman, B.E Dolan 

(2) Audit Committee: 
Chairman, Barbara Scott 
Preiskel 

(3) Nominating Committee: 
Chairman, J. Paul Sticht 

(4) Organization and 
Compensation Committee: 
Chairman, James R. 
Martin 

(5) Pension Commiccee: 
Chairman, John J-
Schmidt 

Robert D. Batting* 
Group Vice Presidenc 

Charles F. Chapin*** 
Group Vice President 

Frank Gulden 
Group Vice President 

George H. Hartmann* 
Group Vice Presidenc 

Derek Plummer* * * 
Group Vice President 

Willard R. Gallagher* * * 
Vice President 
International 

Experience with Textron and 
its subsidiaries/divisions: 
* 5-9 years 
** 10-19 years 
***20 years and over 
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Textron Divisions and Subsidiaries 

Aircraft Engine 
Components 
RO- Box 11906 
Newington, CT 06111 
(203)666-4601 
A. Arthur Weigel 
Presideni 

Airfoil Textron 
P.O. Box4427 
Lima, OH 45802 
(419)226-2900 
EdwardJ. Breznyak 
Presicknt 

Avco Financial 
Services 
RO. Box 19701 
Irvine, CA 92713 
(714)553-1200 
Warren R. Lyons 
President 

Avco Insurance 
Services/Balboa 
Life and Casualty 
RO. Box 19702 
Irvine, CA 92713 
(714)553-0700 
Carlton W. Honebein 
President 

Avco Overseas 
Services Corporation 
Park 10 
17200 Park Row 
Houston, TX 77084 
(713)492-3200 
Dieter F. Wolter 
President 

Avdel pic 
Welwyn Garden City 
Herts AL7 IQB 
England 
44-707-372 624 
John C. Marley 
President 

Bell Aerospace 
Textron 
RO- Box One, 
Buffalo, NY 14240 
(716)297-1000 
John W. Siedlecki 
Presideni 

Bell Helicopter 
Textron 
RO. Box 482 
Fort Worth, TX 76101 
(817)280-2011 
LeorutrdM. Homer 
Presideni 

Cadillac Gage Textron 
RO. Box 1027 
Warren, MI 48090 
(313)777-7100 
William C. Frank 
President 

Camcar 
600-18th Avenue 
Rockford, IL 61104 
(815)961-5000 

James R. MacGilvray 
Presideni 

Cherry 
RO. Box 2157 
Santa Ana, CA 92707 
(714)545-5511 
George A. Andrews 
President 

CWC Castings 
1085 West Sherman 
Boulevard 
Muskegon, MI 49441 
(616)733-1331 
JohnL. Kelly 
President 

Davidson Exterior 
Trim Textron 
Route 6, Box 10 
Americus, GA 31709 
(912)924-6111 
D, Michad Weston 
President 

Davidson instrument 
Panel Textron 
875 Greenland Road, 
Building C 
Portsmouth, NH 03801 
(603)433-4142 
Frank J. Preston 
President 

Davidson Interior 
Trim Textron 
RO. Box 1504 
Dover, NH 03820 
(603) 742-0720 
RichardJ. Ferrari 
Presideni 

E-Z.GO 
RO. Box 388 
Augusta, GA 30913 
(404)798-4311 
Ralph J. Olson 
President 

Fuel Systems Textron 
700 N- Centennial 
Zeeland, MI 49464 
(616)772-9171 
William G. Paterson 
President 

Greenlee Textron 
4455 Boeing Drive 
Rockford, IL 61109 
(815)397-7070 
Herbert L. Henkel 
President 

Homelite 
14401 Carowinds 
Boulevard 
Charlotte, NC 28241 
(704) 588-3200 
Alan Y. Levanson 
Presideni 

HR Textron 
25200 West Rye 
Canyon Road 
Valencia, CA 91355 
(805) 259-4030 
RichardJ. Millman 
Presideni 

Jacobsen 
1721 Packard Avenue 
Racine, WI 53403 
(414)637-6711 
Robert W. Reid, Jr. 
President 

McCord Winn Textron 
620 Washington Street 
Winchester, MA 01890 
(617)729-4400 
William H. Walsh 
President 

North American 
Machine Tool 
RO- Box 700 
Walled Lake, MI 48088 
(313)669-1400 
James F. Horgan 
Presideni 

Paul Revere 
Insurance Group 
18 Chestnut Streer 
Worcester, MA 01608 
(508)799-4441 
Aubrey K. Reid, J r 
President 

Randall 
RO. Box 46334 
Cincinnati, OH 45246 
(513) 896-9400 
RichardJ. Price 
President 

Speidel 
70 Ship Street 
Providence, RI 02903 
(401)421-8600 
AlfredM. Massotti 
President 

Textron 
Aerostmctures 
RO-Box210 
Nashville, TN 37202 
(615)361-2000 
John S. Kleban 
Presideni 

Textron Defense 
Systems 
201 Lowell Street 
Wilmington, MA 
01887 
(508)657-5111 
Harold K. McCard 
Presideni 

Textron Financial 
Corporation 
RO-Box 6687 
Providence, RI 02940 
(401)272-8000 
Stephen J. Davis 
President 

Textron Lycoming 
550 South Main Street 
Stratford, CT 06497 
(203) 385-2000 
JohnR. Myers 
President 

Textron Marine 
Systems 
6600 Plaza Drive 
NewOrleans, LA 70127 
(504) 245-6600 
John J. Kelly 
President 

Textron Specialty 
Materials 
Two Industrial Avenue 
Lowell, MA 01851 
(508)452-8961 
Paul R. Hoffman 
President 

Townsend 
5250-77 Center Drive 
Suite 300 
Charlotte, NC 28217 
(704) 525-8003 
Robert P. Ross 
Presideni 
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Shareholder Information 

Annual Meeting to be held .April 25 in Providence 
The annual meeting of Texcron shareholders will be held ac 
10:30 a.m. on Wednesday, Apdl 25, 1990, ae ehe Omni 
Bilcmore Hocel, 11 Dorrance Screee, Providence, Rhode 
Island. Shareholders are encoiu-aged eo accend. 

About Your Securities and Records 
The common scock of Texcron Inc. is lisced on che New 
York, Midwesr and Pacific Srock Exchanges and quoced in 
the daily scock cables carried by mosr newspapers. The 
ricker symbol for Texcron is TXT. Texcron's preferred srocks 
are rraded only on rhe New York Srock Exchange. 

Firsr Chicago Trusc Company of New York, 30 Wesr 
Broadway, New York, NY 10007-2192, acrs as transfer 
agenr, regisccar and dividend paying agenc foe Texcron 
scock and maineains all shareholder records for rhe corpo
rarion. Firsr Chicago also acrs as conversion agenc for 
Texcron's $2.08 preferred srock and irs $ 1.40 preferred 
dividend stock. 

Shareholders may obrain informarion relaring ro cheir 
share posicion, dividends, ecansfer requiremenrs, losecerrif-
icaces, conversion righcs, dividend ceinvescmenc accouncs 
and oeher relared marcers by relephoning Firsc Chicago 
Trusr Company of New York's "Telephone Response Cen
ter" ar (212) 791-6422. Shareholders musc pcovide cheir 
cax idendficadon number, rhe name(s) in which cheir shares 
are regiscered and cheir record address when rhey requesr 
informarion. This service is available co all shareholders 
Monday chrough Friday 9:00 a.m. co 5:00 p.m. Eascern 
Time. Shareholders also may obeain chis and oeher informa
don about rheir holdings by wriring ro Firsr Chicago ar rhe 
above address. 

Dividend Payments Mailed Quarterly 
Quarterly dividends are mailed wirh ehe incene of reaching 
shareholders of common and preferred srock on rhe firsr 
business day of January, April, July and Ocrober. Poseal 
delays may cause accual receipe daces eo vary-

Free Automatic Dividend Reinvestment 
Texrron's Shareholder Invesemenc Service offers common 
shareholders of record a conveniene mechod Co purchase 
addirionai shares of Texcron common seock withouc paying 
brokerage, commission or ocher service fees. 

Parricipanrs in rhe plan may choose eo have all or pare of 
cheir dividends auromadcally reinvesred, make addirionai 
cash paymencs or do boch in purchasing shares of Texrron 
common srock. All brokerage expenses for chese pucchases 
are paid by Texcron. Personal recordkeeping is simplified 
by an accounc scacement chac is mailed co pardcipancs. 

More informarion and an auchorizacion form may be 
obrained by wriring ro ehe Secrerary, Texcron Inc., 
PO. Box 878, Providence, RI 02901 or by calling (401) 
421-2800-

Additional Information Available To Shareholders 
Quesrions abour Texrron should be directed ro che Corpo
race Communicadons Deparcmenc, Texcron Inc., 40 Wesc-
minseer Screer, Providence, RI 02903 or by calling (401) 
421-2800. 

Form 10-K Available 
.After April 1, 1990, shareholders may, wichouc charge, 
obrain copies of Texcron's Fbrm 10-K annual reporc filed 
with che Secuddes and Exchange Commission. Any 
requesr for chis reporr should be addressed ro Texcron's 
Corporare Communications Departmenc. 
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Textron is a diversified manufacturing and financial s t ^ g 

committed to excellence, the company has the re^M 
and capabilities to profit from the continuing t re i i !^ 
integrated world economy. I'^^m 
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Highlights 

(Dollars in millions except per share data) 

Revenues 

Income: 
Income before extraordinary loss 
Extraordinary loss 

Net income 

Income per common share: 
Income before exbraordinary loss 
Extraordinary loss 

Net income 

*Bflsed on income before extraordinary loss. 

1990 

$ 7,917.6 

$ 283.0 

$ 283.0 

$ 3.18 

$ 3.18 

1989 

$ 7,440.1 

$ 268.7 

(9^) 

$ 259.2 

3.02 
(.11) 

$ 2.91 

Average common shares outstanding 

Book value per common share 
Dividends declared per common share 

Retum on average shareholders' equity* 

Employees 

89,014,000 

$ 31.00 
$ 1.00 

11% 

54,000 

88,999,000 

$ 28.24 
$ 1.00 

11% 

58,000 
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Although the U.S. economy begins 1991 in a recessionary mode, 
Textron is better positioned than ever before to compete 
in global and domestic markets. Accordingly, we are optimistic 
about improved earnings for 1991. 

Textron had a good year in 1990. Both 
revenues and net income increased to 
record levels, led by soUd gains in our 
finance and insurance businesses and 
improved contract performance in 
our Aerospace Technology sector. 
These improvements reflect many of 
the positive changes we have made 
at Textron over the past few years and 
we expect to build upon them in the 
future. 

Revenues and Income Rise 
The company's net income of $283 
million ($3.18 per share) was up 9% 
from $259 milhon ($2.91 per share) in 
the prior year, after an extraordinary 
loss of $10 milhon ($.11 per share). 
Revenues were up 6% to $7.9 bilhon 
compared with $7.4 billion in 1989. 
We continue to pay interest on the 
$250 million borrowed to piu-chase 
Avdel in early 1989, but because of a 
continuing challenge to the acquisi
tion by the Federal Trade Commis
sion which is being contested, we are 
unable to include Avdel's eamings in 
Textron's consohdated results. 

Significant Change Since 1984 
In 1984, beginning with its move to 
acquire Avco, Textron entered a new 
phase in its corporate development 
and significantly reshaped the com
pany. Since then, total revenues 
increased to $7.9 billion from $3.2 bil
hon. Net income also more than 
doubled to $283 million ($3.18 per 
share) from $114 milhon ($1.56 per 
share). Book value per share increased 
to $31.00 from $17.23 in 1984, 
and return on shareholders' equity 
has increased to 11 % from 9%. 
Changes made over this period sig
nificantly strengthened Textron's 
operations, many of which are leaders 
in their chosen markets. 

Improving Results: a Major Goal 
We are committed to improving our 
financial performance. Achieving this 
goal will require several actions: 

First, we intend to improve the 
retums from existing businesses and 
productivity improvement is a critical 
element of that effort. 

Second, we are putting renewed 
emphasis on cash flow and this is tied 
to more effective asset utilization. 

Third, we will redeploy underuti
lized assets-

In 1990, we repurchased 4.4 mil
lion shares of Textron common stock 
at an average price of $22.28 per share. 
In December, the Board of Directors 
authorized the repurchase of another 
five million shares. 

In 1990 we also initiated a pro
gram to strengthen communications 
with the financial community, begin
ning with successful group meetings 
with financial analysts in New York, 
followed by individual meetings with 
analysts over the balance of the year. 
We are committed to maintaining 
a steady dialogue with the financial 
community in 1991. 

Balancing Otu: Businesses 
One of the points we stress in these 
communications is that we are less 
dependent on U.S. military business 
than the financial community has 
perceived. Textron generated 24% of 
its revenues and a substantially lower 
proportion of operating profit from 
contracts with the Department of De
fense. Nonetheless, we think our 
defense business is solid and we are 
pleased with the funding our programs 
have received in the 1991 budget. 

Events in the Middle East em
phatically underscore the need for 
continued defense readiness and, de
spite the hkelihood of future reduc-

Left: James F. Hardymon, 
President and Chief 
Operating Officer; 
Right: B.F. Dolan, 
Chairman and Chief 
Executive Officer 

^ ^ • 

tions in DoD spending, we expect to 
be an important govemment suppher 
of mostly tactical weapon systems in 
the years ahead. 

Textron is proud of the role cer
tain of its divisions have played in 
Operation Desert Storm and grateful 
to the brave men and women of 
America's armed forces who are mak

ing great sacrifices to bring this action 
to a just conclusion. 

Changing Our Acquisition Focus 
The environment for major acquisi
tions has changed dramatically since 
the mid-1980s when we acquired 
Avco and Ex-CeU-O and sold off many 
of our less profitable divisions in 
the machine tool, industrial and con
sumer businesses. Today's prices 
make major acquisitions too expen
sive, therefore, we are looking for 
complementary product line addi
tions to our existing businesses when 
the price is right and we can add value 
to what we acquire. Several such ac
quisitions were made in 1990 and this 
will remain our acquisition focus for 
the foreseeable future. 

Adapting to Change 
A major advantage of being a diversi
fied business is the flexibihty it 
provides to adapt to change by care
fully shifting investments to more 
attractive areas in the dynamic world 
economy. 

This is especially useful in today's 
uncertain business environment. 
Having multiple sources of eamings 
and cash flows gives Textron great 
stability, as well as the resources 
to adapt to change effectively and effi
ciently. 

We enter 1991 with a sound fi
nancial base and strong credit ratings, 
experienced and professional operat
ing management at both the corporate 
and divisional levels, quahty products 
and services, and a skiUed, dedicated 
workforce. Collectively, Textron em
ployees own more than 21 % of Tex
tron's common stock, and are keenly 
interested in improving shareholder 
value. Although the U.S. economy be
gins 1991 in a recessionary mode, , 
Textron is better positioned than ever 
before to compete in global and do
mestic markets. Accordingly, we are 
optimistic about improved eamings 
for 1991. 

On behalf of the Board of Direc
tors and management of Textron, we 
thank our shareholders, customers, 
supphers and employees for their con
tinued support. 

B.F. Dolan 
Chairman and 
Chief Executive Officer 

4J 
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James F. Hardymon 
President and 
Chief Operating Officer 

February 7,1991 
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Helicopters: 

Commercial helicopters; 
Military helicopters; 
Tiltrotor aircraft (above) 

The Aerospace Technology sector consists of 14 divisions in 
three business segments: HeUcopters, Propulsion and Systems. 
In 1990, our Aerospace Technology divisions accounted for $3.6 
billion, or 46%, of Textron's revenues and $331 million, or 42%, 
of its operating income. In 1989, sector revenues and operating 
income were $3.4 bilhon and $308 miUion, respectively. 

Commercial Aerospace Overtakes Defense 
Our commercial aerospace business represented about half of 
sector sales in 1990 and substantially more than half of its 
profits. These businesses are growing and there is a concerted 
effort by Textron to continue that momentum. 

Our commercial aerospace and defense businesses complement 
one another through their diversity. We have many advanced 
technology products-from materials and components to plat
forms-which are at various stages in their respective Hfe cycles, 
lessening our dependence on any one program or product. 

Propulsion: 

Engine components, 
including discs, hubs, 
blades, vanes, and rotors 
(right); 
Fuel metering 
components; 
Gas turbine and piston 
engines 

Above: Textron Specialty 
Materials uses an ex
clusive three-dimensional 
weaving system to fab
ricate k)th developmental 
and production com
ponents. This carbon com
posite structure, eight 
feet in diameter and 

weighing more than two 
tons, has potential ap
plication in the nozzle sec
tion of large, solid rocket 
motors such as the en
gine for the Space Shuttle. 

Systems: 

Advanced composite materials; 
Aerospace control systems 
(right); 
Aircraft landing systems; 
Aircraft wings and components 
Air cushion landing craft; 
Armored vehicles; 
Filters and filtration systems; 
Strategic and tactical weapon 
systems 
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Textron's Commercial Products sector numbers 17 divisions in 
four businesses: Automotive, Fasteners, Outdoor products and 
Other. In 1990, the sector's contribution to Textron totaled $1.8 
billion, or 23%, of revenues and $166 million, or 21%, of 
operating income. This compares with 1989 revenues of $1.9 
billion and income of $164 million. 

Close Ties to Customers 
Our automotive components business is the largest within the 
Commercial Products sector with 1990 sales of approximately 
$790 million, or an average of $68 for every car and Hght truck 
built in North America. Our Commercial Products divisions 
serve many industries. Both our automotive and fastener 
divisions work closely with original equipment manufacturers 
and other customers to develop long-term suppHer relation
ships as they constantly seek to grow existing businesses and in
crease penetration of their respective markets. AU of our 
Commercial Products divisions pursue aggressive product devel
opment programs and maintain a broad, quality-oriented 
product mix backed by strong technical and customer support 
organizations. 

Other: 

Chain saws, trimmers 
and blowers; 
Golf cars (above left); 
Lawn mowers and trac
tors; 
Turf maintenance equip
ment 

Electrical test equipment; 
Fashion jewelry; 
Power hand tools; 
Production machine 
tools; 
Watch attachments 
(above); 
Woodworking tools; 
Worm gears 

Above: Nine Textron 
divisions produce a wide 
variety of parts and 
assemblies for North 
American automobile and 
light truck manufacturers 
These products range 
from exterior bumpers 

body moldings and trim 
parts, to interior 
trim, instrument panels, 
air bag components 
and fasteners. 

Fasteners: Automotive: 

Aerospace fasteners and 
systems; 
Custom-engineered com
ponents; 
Specialty fasteners and 
systems (left) 

Camshafts; 
Decorative trim parts; 
Electro-mechanical 
components; 
Exterior trim parts; 
Instrument panels; 
Interior trim components 



The Financial Services sector includes four divisions in two seg
ments-Finance and related insurance and Other insurance-
and is involved in selected areas of consumer and commercial 
finance and insurance. 

Continued success in these businesses during 1990 is reflected 
in the sector's strong financial results. Revenues reached $2.4 
bilUon, or 31 %, of Textron's total revenues, whUe operating 
income rose 12% to $292 million, representing approximately 
37% of its operating income. In 1989, sector revenues and oper
ating income were $2.2 bilUon and $260 rrdlHon, respectively. 

Concentrating on Core Businesses 

The Financial Services operations are either leaders in their 
fields or foUow a carefuUy defined niche strategy to compete 
effectively and increase their respective market shares. Their 
continued growth depends upon consistently providing high 
quaUty customer service, introducing innovative financial pro
ducts, and carefuUy managing their insurance underwriting 
and loan portfoUos. Financial Services' operations are diversified 
geographicaUy as weU as in their business Unes. Three of 
the four divisions have operations in Canada, and two also have 
extensive operations in AustraUa and the United Kingdom. 

^ ^ ^ ^ S E s n 
Collateral protection; 
Commercial finance; 
Consumer finance (Avco 
Financial Services logo
type above right); 
Credit life and disability 
insurance; 
Computerized systems 
used throughout (left) 

Avco 
Financial 
Services 

Above: The continued 
growth ofTextron's 
Financial Services sector 
is largely due to the ex
perience and knowledge 
of its employees. The 
pursuit of quality and 

service has enabled our 
finance and insurance 
divisions to earn a reputa
tion for leadership 
in their respective markets. 
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Other insurance: 

Group insurance; 
Individual disability 
income insurance; 
Property/casualty 
insurance; 
Insurance literature 
(left) 
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Our soUd gain in operating income, achieved despite a weakening 
economy and reduced defense spending, supports our conviction 
that Textron's strategy of balanced diversification is a very valid 
one for the dynamic global environment in which we compete. 
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Textron's record results in 1990 
reflect the combined strength of our 
three core business sectors -
Aerospace Technology, Commercial 
Products and Financial Services. Op
erating income of the three business 
sectors aggregated $789 million, com
pared with $732 milhon in 1989. 

This solid gain, achieved despite 
a weakening economy and reduced 
spending by the Department of 
Defense, supports our conviction that 
Textron's strategy of balanced diver
sification is a very valid one for 
the dynamic global environment in 
which we compete. 

Repositioned For the 1990s 
During the second half of the 1980s, 
we dedicated ourselves to reposition
ing Textron for the increasingly com
petitive world expected in the 1990s. 
Our strategic efforts were highlighted 
by two major acquisitions-Avco in 
1985 and Ex-Cell-O in 1986-followed 
by the divestiture of about 25 busi
nesses. The divested businesses, 
which no longer met the company's 
long-term goals for growth and 
profitability, were principally from 
our industrial, consumer and machine 
tool groups. 

Acquisitions more than doubled 
Textron's size and gave us greater 
strength, stability and balance with 
important new growth opportunities. 
They enabled us to create a major new 
business sector-Financial Services-

which has contributed significantly 
to Textron's profitability and growth 
prospects, accounting for more than 
one-third of the company's income in 
1990. With the acquisition of Avco 
came Avco Financial Services (AFS), 
Avco Insurance Services and Paul Re
vere Insurance Group. Textron Finan
cial Corporation (TFC), originally 
formed to finance the sale of Textron 
products, was expanded to provide 
financial services outside the compa
ny. At year end 1990, approximately 
72% of TFC's $1.7 bilUon in finance 
receivables was derived from non-
Textron business. 

The consolidation of Avco into 
Textron also provided the foundation 
for our Propulsion segment, and it 
contributed significantly to the Sys
tems segment of our aerospace busi
ness by adding the markets and tech
nologies of Textron Aerostructiu-es, 
Textron Defense Systems and Textron 
Specialty Materials. 

The Ex-Cell-O acquisition added 
three divisions to our Propulsion seg
ment-Aircraft Engine Components, 
Airfoil and Fuel Systems. Ex-Cell-O's 
automotive components businesses-
the three Davidson divisions and 
McCord Winn-joined Randall and 
CWC Castings and our Camcar, 
Cherry and Townsend fastener divi
sions in providing automotive compo
nents to the Big Three and foreign 
transplant manufacturers. 

Focusing on the Basics 
With these major acquisitions suc
cessfully integrated and the dis
positions of non-strategic businesses 
behind us, Textron is now focused 
on improving retums from its broadly 
expanded operadons. 

Above: Three Bell Model cial helicopters, which it 
All utiUty heUcopters 
await lift-off at 
Petroleum Helicopter 
Inc.'s (PHI) facility in 
Morgan City, Louisiana. 
PHI is one of the largest 
buyers of Bell's commer-

uses to transport per
sonnel, spare parts and 
supplies to offshore 
oil platforms in the Gulf 
of Mexico. 

Left: Textron 
Lycoming's new LF507 
turbine engine is the 
first of a series of ad
vanced turbofansfor the 
groiving regional jet
liner market in the 45 to 

100 passenger range. 
It s initial application is 
for British Aerospace 
BAel46 commuter jets. 
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Left: A technician at 
Textron Filtration Sys
tems inspects a 
ftlter element mesh pack 
prior to its use in a 
ftlter assembly. Textron 
Filtration Systems, 
formerly a unit ofHR 
Textron, became a 
separate Textron divi
sion in 1990, reflecting 
its growing impor
tance in advanced ftltra-
tion products. 

Revenues per Employee 
(In thousands) 

$160 

Right: Textron Marine 
Systems, builder of air 
cushion vehicles and sur
face effect ships, pro
duced its ftrst aluminum 
monohull vessel in 1990 
for the U.S. Coast 
Guard. During its evalu
ation period, the new 
motor lifeboat rescued 

three persons from a 
sinking ftshing vessel oft 
the Oregon coast. Fur
ther evaluation by the 
Coast Guard will include 
testing of the ship's 
unique self-righting ca
pability after a roll over 

$120 

$80 

$40 

1 

1988 1989 1990 

Many of our operating units rank 
either first or second in sales in one or 
more of their major product lines. For 
example, E-Z-Go is number one in 
the fleet golf car business; Jacobsen is 
the leader in turf care products for the 
domestic golf market. Textron Spe
cialty Materials is the sole producer of 
boron fiber, a light, strong material 
used in high-performance aircraft and 
for sporting goods applications, in
cluding golf clubs and tennis racquets. 
Textron Lycoming is the only produc-

Textron, AFS has discontinued a 
number of business lines in order to 
concentrate on its core consumer 
lending business, which has grown 
from $3.4 billion to $4.5 billion in five 
years. Consumer finance consists of 
small, often secured personal loans for 
goods purchased from retailers and for 
first or second home mortgages. This 
streamlining also included the termi
nation of unprofitable or marginal 
commercial insurance lines previous
ly offered by Avco Insurance Services 

AU of our divisions are dedicated to growth and profit improve
ment. We are focused on strengthening our existing divisions 
through product line acquisitions and, where necessary, down
sizing operations. 

er of turbine engines for tanks. Cherry 
is the intemational market leader 
for aerospace blind rivets. Cone Drive, 
Davidson Interior Trim and Green
lee are first in sales in their respective 
businesses and Davidson Exterior 
Trim and Davidson Instrument Panel 
are first among independent produc
ers in their automotive products lines. 
Paul Revere is the leader in the Unit
ed States and Canada in non-can
cellable disability income insurance 
for individuals. In recognition of its 
market leadership, some 33 other in
surance companies have authorized 
their sales forces to market Paul 
Revere disability income insurance 
policies. 

Focusing on the basics has be
come a theme for the 1990s. All of 
our divisions are dedicated to growth 
and profit improvement. Since joining 

so that it could focus on credit related 
insurance for either AFS customers or 
other financial institutions. The AFS 
consumer finance and related credit 
insurance business has approximately 
$4.5 billion in receivables, 1.8 million 
customers and 1,200 offices in five 
countries. 

Strengthening Existing Operations 
We are focused on strengthening our 
existing divisions through product 
line acquisitions, adding new and 
more productive equipment and, 
where necessary, dovwisizing opera
tions. Since the mid-1980s, Randall 
acquired a wheel cover business, a 
plastic injection molding unit and a 
metal stampings specialty firm; Cam-
car purchased a manufacturer of spe
cial fasteners and cold-headed prod
ucts. In 1990, Jacobsen acquired the 
Classen line of aeration equipment for 
golf course and commercial apphca-
tions. In certain instances, divisions 
have been split to create separate divi
sions to better focus on unique prod
uct lines. In 1990, Textron Filtration 
Systems was split off from HR Tex
tron, and in January 1991, the Cone 
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Balancing our commercial and mUitary aerospace businesses is 
a high priority in keeping with the outlook for leaner U.S. de
fense budgets. However, Textron wUl continue to participate in 
many important U.S. Government defense programs, most of 
which are oriented toward conventional strategies. 

Revenues by 
Business Sector 

Aerospace Technology 
I U.S. Military 
I Commercial 
tCommercial Products 
tFinaticial Services 

24% 
22% 
23% 
31% 

J 

Drive and Micromatic Operations of 

the former North American Machine 

Tool Division also became separate 

Textron divisions-

Balancing Textron's Businesses 

Balancing our commercial and mili

tary aerospace businesses is a high pri

ority in keeping with the outlook for 

leaner U.S. defense budgets. 
Textron Aerostructures has had 

outstanding success in converting 
to commercial business. Several years 
ago, as the sole builder of B-lB and 
C-5 wings, Aerostructures relied on 
the defense sector for approximately 
80% of its business- With these major 
contracts successfully completed, 
Aerostructures presently receives 
about 80% of its business from com
mercial customers such as Gulf
stream, British Aerospace and the 
British and German members of the 
European Airbus consortium. 

More than hah of BeU Heli
copter's business was non-U.S. Gov
ernment in 1990. Bell's current back
log in the commercial light helicopter 
line is more than $600 million 
and deliveries will stretch over two 
years for certain models. That 
business could increase further with 
the growth in helicopter use for 
petroleum exploration. Textron Ma
rine Systems, which supplies about 
three quarters of the U.S. Navy's air 

cushion landing craft, is developing 
commercial applications for its Sur
face Effect Ship (SES) which affords 
high maneuverability, speed and sea
worthiness. In 1990, the division be
gan constructing two SES fireboats for 
the City of New York. 

Textron participates in many im
portant U.S. Government defense 
programs, most of which are oriented 
toward conventional rather than 
nuclear strategies. Our Textron Ly
coming division has supplied the U.S. 
Army with more than 9,000 engines 
for the Ml and Ml Al main battle 
tanks. In late 1990, it signed a 
contract modification with the U.S. 
Army for an additional 2,586 
AGT1500 gas turbine engines to be 
produced from 1991 through 1994, in
cluding foreign military sales. This 
contract modification could ultimate
ly be worth approximately $1 biUion. 
In addition, Textron has a large, care
fuUy developed aftermarket business 
in spare parts and equipment. 

BeU Helicopter's hopes for the 
eventual production of the Bell-Boe
ing V-22 Osprey TiltRotor aircraft 
were raised by the widespread biparti
san support the V-22 received from 
Congress in 1990, including addition
al funds for research and development 
as well as for long-lead production 
materials. BeU, teamed with McDon
nell Douglas, also is competing for 
the LH light helicopter program for 
the U.S. Army. Continued govem
ment funding of both programs re
mains at issue; if canceled the short-
term effect would be minimal be
cause the V-22 is still in development 
and plans for full-scale development 
of the LH have not been finalized. 
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ft.ight: Jacobsen Textron's 
professional turf care 
cutting and grooming 
equipment is built for the 
big jobs and can be 
found on golf courses and 
in parks and other rec
reational areas through
out the United States and 
in many parts of the 
world. 

Operating Profit 
by Business Sector 

M Aerospace Technology 42% 
• Commercial Products 21% 
MFinancial Services 37% 

•N 

•,:..-gi<m 

Left: Boron fiber pro
duced by Textron Spe
cialty Materials (TSM) 
is used in golf club shafts 

er 

strength and stiffness as 
well as lighter weight. 
TSM is the world's only 
commercial manufactur
er of boron which is also 
used in high-perfomance 
aircraft. 
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Aerospace Technology— 
Revenues by Segment 

• Helicopters 
• Propulsion 
D Systems 

33% 
36% 
31%, 

Developing New Products 
Textron divisions maintain active 
product development programs to 
ensure continued leadership in their 
respective markets. E-Z-Go has sig
nificant new product development ef
forts under way to improve its overall 
competitiveness, including work on a 
new golf car. The popularity of golf is 
growing around the world, benefiting 
both E-Z-Go and Jacobsen. The 
National Golf Foundation estimates 

The craft is capable of speeds in ex
cess of 25 knots, twice the speed of 
existing steel huU rescue vessels. 

Because of its specialized techno
logical expertise in developing high 
temperature materials and stmctures, 
Textron Specialty Materials was 
awarded a development contract for 
three-dimensional reinforced carbon 
components for such applications 
as the Space Shuttle's new advanced 
sohd rocket motor. 

Textron has always maintained a significant international pres
ence. In 1990, U.S. export sales amounted to $1.1 bilUon, 
or 14%, of our total revenues. Intemational sales are growing in 
importance as the world moves closer to a unified market. 

there are now some 22 miUion golfers 
in the United States, an increase of 
25% in just two years. More than 
1,000 new courses were opened dur
ing the past five years, including 285 
in 1990, according to the Foimdation. 

Textron Lycoming's LF507 turbo
fan engine is scheduled for certifica
tion in 1991 and wdl power models of 
British Aerospace's BAe 146 regional 
and commuter jetliners. Lycoming 
also is under tri-service contract to de
velop what wiU be the core of the 
new, more powerful turbine engines 
for heavy tracked vehicles for the year 
2000 and beyond, hi 1990, Textron 
Marine Systems completed design 
and delivered to the Coast Guard a 
new 47 foot patrol and rescue boat ca
pable of righting itself in less than 
30 seconds after capsizing or flipping 
end-over-end. The lifeboat's mgged 
aluminum hull, although lightweight, 
can withstand hurricane force winds. 

Creating New Markets 
International sales are growing in im
portance. As the world moves closer 
to a unified market, we are forming 
new alliances with companies in Eu
rope, Asia and the Pacific Rim. In 
Westem Europe alone, the 12-mem-
ber European Community will create 
a single market of about 325 mUlion 
consumers, nearly one-third larger 
than the U.S. market. Ultimately, the 
move toward a flee market system 
in Eastern Europe should enhance op
portunities there. 

Textron has always maintained a 
significant intemational presence. In 
1990, U.S. export sales amounted to 
$1.1 biUion, or 14%, of our total rev
enues. Textron has many licensing 
agreements, joint ventures and other 
arrangements with foreign govem
ments and commercial customers 
around the world. Bell Helicopter has 
programs with Indonesia, Norway, 
Turkey and Korea. BeU and an affiliate 
of Mitsui Ltd. have signed a partner
ship agreement for production of the 
BeU Model 230. The 230 wiU be pro
duced at Bell's commercial helicopter 
plant in Canada, which opened in 
1985 and now accounts for about one-

Above: Advanced tech
nology manufacturing 
facilities, including this 
specialized clean room, 
were completed in 1990 
at Camcar Textron's 
Decorah, Iowa operation. 
The installation enables 
Camcar to meet stringent 

standards for ftnishing 
and packaging fasteners 
destined for medical, 
aerospace and business 
equipment applications. 

Right: A double-envelop
ing worm andtgeatj set 
is the basic prdduct of 
Cone Drive Textron, 
which was restructured 

as a separate Textron di
vision in January, 1991. 
The company's products 
are used to poiver ma-
•chinery in the mining, 
steel, automotive, print
ing, packaging and 
aerospace industries. 
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Right: Opportunities for 
marketing new products 
are continuously being 
analyzed by Textron's di
visions. Seven divisions 
have designed and 
produced a wide range of 
fasteners and other 
components for automo
bile air bag assembly 
modules. 

Commercial Products-
Revenues 

•i:-!iiitiiiti.mai^^:a£JtVitiii^.u: 

MAutomotive 
UFasteners 
[^Outdoor Products 
nOther 

36%, 
20% 
30% 
14% 
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Left: Textron's automo
tive trim components 
contribute to the style 
and ftinction of automo

bile exteriors. Products 
made by Textron divi
sions include wheel 
covers, front and rear 
fascia, body moldings 
and window trim. 

Providing quaUty in aU aspects of our operations is central to our 
continued success. Each division has its own quaUty aware
ness program in place and, whUe varying in scope, the common 
aim is to "do it right the first time." 

third of the world's entire production 
of commercial helicopters. Mitsui has 
represented Bell in Japan for nearly 40 
years, and more than 1,000 Bell heli
copters have been registered there. 

Globalization of the automotive 
business, particularly in North Amer
ica and Europe, is becoming a reality. 
Davidson Instrument Panel and Mar
ley Automotive Components Ltd., a 
long-time Davidson licensee and the 
largest instrument panel manufactur
er in the United Kingdom, have en
tered into a joint venture to market 
and manufacture instrument panels 
for the European market- A manufac
turing plant will be completed in The 
Netherlands in 1991. Production is 
scheduled to begin there in 1992 to 
support a Ford program aheady 
awarded to the joint venture. David
son also will supply instrument pan
els for the North American version of 
this new Ford car line. 

In November, B.E Dolan, Tex
tron's chairman and chief executive 
officer, was appointed vice chairman 
of the President's Export Council. 
The Council is the premier national 
advisory committee on intemational 
trade- Jacobsen received the Presi
dent's "E Star" Award for excellence 
in exporting during a White House 
ceremony in May 1990, in recognition 
of its competitive achievements 
in world markets. Avco Financial Ser
vices in 1990 opened two offices in 

New Zealand and is analyzing the 
market for expansion opportunities in 
Europe, beyond the United Kingdom. 

Becoming the Quality Leader 
Providing quality in all aspects of our 
operations is central to our continued 
success. Our goal requires the in
volvement of every Textron employ
ee. This is as true for the financial 
services businesses as for our manu
facturing operations. Each division 
has its own quality awareness pro
gram and, while varying in scope, the 
common aim is to "do it right the 
first time." 

Textron's quality initiatives em
phasize employee teamwork, training 
and participation. As examples, Tex
tron Lycoining's Quahty Awareness 
Program includes 50 teams which 
meet regularly to discuss and resolve 
quality-related business issues. Bell 
Helicopter's Total Improvement Pro
gram includes about 120 teams, along 
with 3,400 employees trained in relat
ed courses. Our initiatives to ensure 
quality also require investment in 
new manufacturing technologies and 
timely, positive responses to critical 
custoiner needs, such as on-time de
liveries and assistance in the areas of 
design, engineering and technical sup
port. 

Customer satisfaction is at the 
heart of our quality efforts. Many of 
our divisions meet regularly with 
OEM representatives to offer early 
customer input and to facilitate new 
product coordination. The Total 
Quality Management Program at Fuel 
Systems has been utilized by its 
major customers as a model for other 
suppliers. McCord Winn is an active 
participant in product development 
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Textron's Average Sales per 
Vehicle for every Car and Light 
Truck built in North America 

$80 

$70 

$60 

$50 

1986 1987 1988 1989 1990 

9 i ^ 
1986 sales assume that 
Ex-Cell-O's sales had been in
cluded for the full year 
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team meetings at several customer 
locations. Several of our automotive 
divisions have received the highest 
quahty awards from the Big Three in 
recognition of excellence. Ford has 
awarded its QI supplier award to 13 
Textron facUities. 

Camcar has invested significantly 
in new manufacturing technologies. 
Recognizing the unique high-technol
ogy requirements in the business 
equipment, aerospace and medical in-

participating stores. Avco Financial 
Services and Paul Revere Insurance 
are in the midst of major initiatives to 
upgrade computerized systems 
in their field offices. Paul Revere was 
one of 10 semifinalists for the 1989 
Malcolm Baldrige National Quality 
Award and has won similar quality 
awards in Australia and the Province 
of Quebec. Likewise, Textron 
Financial Corporation has developed 
state-of-the-art information manage-

Textron is committed to the protection of the environment and 
the occupational health and safety of its employees. A number 
of our programs go beyond the letter of the federal and state 
regulations to provide additional protection for our employees 
and the environment. 

dustries, the division recently com
pleted construction of a unique facili
ty which enables it to finish and 
package fastener assemblies and com
ponents in a "clean-room" environ
ment. In some cases, several Textron 
divisions work closely in the same 
area. For example, seven of our divi
sions are involved in the development 
or production of components for 
automotive safety airbag modules. 

The Financial Services operations 
have intensive programs to enhance 
service and quality. Computerization 
and automation of many manual pro
cedures have reduced costs and up
graded customer service. Avco Finan
cial Services has installed computer 
terminals at many of its dealer loca
tions nationwide, enabling instanta
neous decisions with respect to credit 
approval for consumer purchases at 

ment technology to facUitate the han
dling of customer accounts. 

Environmental and Safety Concems 
Textron is committed to the protec
tion of the environment and the occu
pational health and safety of its 
employees. We have a number of pro
grams to help assure compliance with 
federal and state requirements that 
go beyond the letter of the regulations 
in order to provide additional protec
tion to our employees and the envi
ronment and at the same time reduce 
costs to the company. 

Our manufacturing divisions 
have programs under way to reduce or 
eliminate hazardous waste and toxic 
chemical emissions through a combi
nation of product redesign, process 
changes and recycling of waste mate
rial. Davidson Instmment Panel has 
begun recycling its major waste mate
rials-vinyl and urethane foam 
scrap-into granular components for 
sale to secondary markets. Textron 
Aerostructures is participating in a 
University of Tennessee waste mini
mization program. Textron Filtration 
Systems recently installed a catalytic 

Above: Major family 
purchases, such as a sec
ond car, are financed 
through loans from Avco 
Financial Services. 
With over 1,200 offices, 
Avco Financial Services 

provides its customers 
with affordable, convenient 
and personalized service. 

Left: Textron's consumer 
and commercial ftnance 
and insurance divisions 
utilize extensive data 
processing and 
communication systems 

K for instant retrieval 

of customer information 
and timely, accurate 
recordkeeping. 
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Right: Paul Revere 
Insurance Group has a 
tradition of providing 
quaUty financial products 
and exceptional customer 
service. Employee training 
at in-house training 
facilities provides the 
environment for learning 
about Paul Revere's 
products and poUcies and 
updating employee 
knowledge of ittdustry 
trends and regulatory 
practices. 

Bottom right: Textron 
Financial Corporation, 
the company's com
mercial ftnance division, 

Financial Services-
Revenues 

3 
continued to provide new 
financial products in 1990 
by offering first mort
gage loans for golf course 
operations such as 
New Seabury on Cape 
Cod, Massachusetts. 

Finance and Related Insurance 
^Consumer , j 45% 
MCommerciaV' 9% 

Other Insurance \ 
[jDisabiUty 
UAll other 

•h 

16% 
10% 

Textron exercises its corporate citizenship responsibUity 
through active support of programs that benefit our employees 
and the communities in which they live and work. 

oxidizer to reduce toxic cheinical 
emissions, and Speidel is using high-
efficiency dryers to eUminate the need 
to use Freon as a drying agent. E-Z-Go, 
Greenlee, Townsend, and others are 
replacing solvents in cleaning opera
tions with non-hazardous cleaners. 

The prevention of occupational 
accidents and injuries continues to be a 
high operational priority. Camcar cou
ples hazard communication and safe
ty training with a review of individual 
employee safety performance to 
identify and correct accident trends. 
Bell Helicopter has improved and 
expanded programs in personal pro
tective equipment, safety training for 
supervisors, respiratory and hearing 
safety and health training. Randall 
has fostered a safer and less stressful 
workplace while increasing pro
ductivity through simple, ergonomic 
changes such as repositioning equip
ment and adding conveyor systems-
Supporting Our Employees 
Textron exercises its corporate citi
zenship responsibility through active 
support of programs that benefit our 
employees and the communities 
in which they hve and work. Through 
career counseling and tuition reim
bursement for degree studies, we 
encourage the seU-development of 
employees who wish to pursue educa
tional and vocational training that is 
mutually beneficial to the individual 
and the company. In addition, 
we support a wide range of other pro

grams to improve job and interperson
al skills. 

Textron also sponsors career de
velopment programs for management 
employees at colleges and universities 
and other educational organizations. 

Participatory programs, such as 
Total Quality Management, often 
focus on productivity and are an in
creasingly important part of the edu
cational mix because they address 
problem-solving, teamwork, motiva
tion and building self-esteem. Em
ployee quaUty teams continue to make 
significant contributions to cutting 
costs, eliminating waste, reducing re
work and improving employee 
satisfaction. Textron Aerostructures 
generated enthusiastic employee 
involvement through its "Best Pro
ducer" program which resulted in 
4,000 work-improvement suggestions 
in 1990. Paul Revere Insurance 
Group's "Quality Has Value" process 
creates healthy competition between 
quality teams, providing an environ
ment in which employees are con
stantly challenged to provide quality 
work and service. 

Encouraging Healthful Lifestyles 
In addition to educational and train
ing opportunities, significant atten
tion is given to the personal health 
and well-being of our employees and 
their families- We offer many "well
ness" programs to encourage health
ful living. These include stress and 
weight control, smoking cessation, 
blood pressure monitoring, nutrition 
awareness and physical fitness. Tex
tron is committed to a drug-free work
place through pre-employment testing 
and, under certain circumstances, the 
testing of active employees. 
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Above: Textron 
employees contribute to 
their communities in 
many ways. Ms. Rosie 
Jones, a computer 
programmer at Texiron 
Lycoming, who is also 
Miss Black America 
1990, speaks with high 
school students about 
career opportunities in 
computer technology. 

Below: RecycUng materi
als used in manufacturing 
is one way Textron divi
sions pursue a quality 
environment. Davidson 
Instrument Panel, for 
example, reprocesses its 
vinyl and urethane waste 
into this granular form 
which is suitable for re
sale to secondary markets, 
for use in such things 
as carpet padding, garden 
hose and floor mats. 

Employees and their famUies have 
a confidential source of help with per
sonal problems in the Employee As
sistance Program. We provide coun
seling for alcohol and drug abuse, and 
marriage and financial problems. 

Making a Difference 
Textron strives to be a caring neighbor 
in its plant communities. As a com
pany and through our employees, we 
are committed to making a real differ
ence through our active support of 

providing volunteers, materials, trans
portation and other incentives to 
improve the educational experience of 
our youth-

Bell Helicopter participates in 
many such educational activities. 
During the 1989 school year. Bell pi
loted an irmovative instructional unit 
within 80 classrooms in 11 school 
districts. Called "Flight," the material 
featured helicopter technology and 
was used as part of a course on trans
portation. The project was so well-

Significant attention is given to the personal health and weU-
being of our employees and their famUies. Through the Textron 
Charitable Trust, we also offer coUege tuition assistance 
and match employee contributions to cultural, educational and 
environmental institutions and hospitals. 

community, civic and educational ac
tivities. Many of our employees 
serve as instructors at local colleges 
and universities- They volunteer to 
serve on the boards of educational in
stitutions, hospitals and to assist 
in scouting and other youth organiza
tions. 

Several divisions are actively in
volved in Adopt-A-School programs 

received that it has been reprinted and 
distributed nationwide in a joint effort 
by Bell, the American Helicopter 
Society, the Helicopter Association 
International and the Federal Aviation 
Administration. 

Charitable Tmst Giving 
Textron's phUanthropic endeavors are 
largely supported through the Textron 
Charitable Trust, which directs and 
oversees our financial assistance to 
non-profit organizations on a nation
wide basis. The Tmst also offers 
college tuition assistance and match
es employee contributions to cultural, 
educational and environmental insti
tutions and hospitals. Giving by the 
Trust is supplemented by the charita
ble activities of our employees and 
divisions. Avco Financial Services, for 
example, allocates funds to each 
branch, region and area office to sup
port its local communities- Priority is 
given to supporting employee in-
volvement-
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Liquidity and Capital Resources 
Financing for Textron is conducted through two separate 
borrowing groups: the Textron Parent Company Borrow
ing Group (consisting of all entities of Textron other than 
its finance and insurance subsidiaries) and the finance 
and insurance subsidiaries. This framework allows the 
finance and insurance subsidiaries, with spedaUzed 
needs related to their portfolios of receivables and invest
ments, to finance their respective operations, each 
through its own extemal group of creditors without guar
antee from the Textron Parent Company Borrowing 
Group. Accordingly, the liquidity and capital resources of 
Textron's operations are best understood by separately 
considering its independent borrowing groups. 

Textron Parent Company Borrowing Group 
Sources of cash to the Textron Parent Company Borrow
ing Group include cash generated by the operations com
prising this group and dividends received from the 
finance and insurance subsidiaries, supplemented with 
borrowings- Information about the cash flows of this 
group for each of the three years in the period ended 
December 29,1990 is set forth in the Group's statement of 
cash flows included in Note 17 (page 58) to the consoli
dated finandal statements. 

The Textron Parent Company Borrowing Group's oper
ating activities provided cash flows of $314.6 million in 
1990, $53.4 million more than in 1989. The increase in 
operating cash flows reflects one-time, extraordinary divi
dends of $50-0 million received from Textron's finance 
and insurance operations and lower inventory levels, 
despite the buOdup of inventories at Textron Aerostruc
tures for the A330/A340 wing program entering produc
tion. These benefits were partially offset by an increased 
level of receivables due primarily to increased sales vol
ume in the fourth quarter of 1990, and a reduction in pay
ables due in large part to federal income tax payments 
involving timing differences related to prior years. 

In early 1989, Textron acquired Avdel pic, a fastening 
systems manufacturing business based in England, the 
total cost of which approximated $250 million. In March 
1989, the U.S. Federal Trade Commission (FTC) obtained 
a preliminary injunction from the U.S. District Court for 
the District of Columbia enjoining Textron from assuming 
or exerdsing any form of direction or control over the 
assets or operations of Avdel until a determination has 
been made as to whether the acquisition of Avdel by 
Textron would, as the FTC asserts, restrict competi
tion in violation of Section 5 of the FTC Act and Section 7 
of the Clayton Act. As a result of the preliminary injunc
tion and in accordance with generally accepted account
ing prindples, Textron is precluded from consolidating in 
its finandal statements the results of operations of Avdel 
and is therefore carrying its investment in Avdel at cost. 
A hearing before an FTC Administrative Law Judge, at 

which Textron is defending the acquisition of Avdel, 
began in Washington, D.C. in October 1990. A ruling by 
the Administrative Law Judge is not expected before mid-
1991. The preliminary injunction of the U.S. District Court 
will remain in effect until there is a final resolution to the 
litigation. Avdel's cash flow is not available to Textron at 
the present time. However, since the date of acquisition, 
Textron has received cash dividends of $7.3 million from 
Avdel. 

The Group's debt decreased by $30.6 million as operat
ing cash flows exceeded capital asset additions and pay
ments of dividends- Textron's ratio of debt to total capital 
improved to 42% at December 29,1990, compared to 43% 
at December 30,1989. 

In 1989, cash flows from operating activities of $261.2 
million reflected a reduction in receivables due primarily 
to the timing of collections and shipments on certain pro
grams and contract loss reserves provided against certain 
unbilled receivables, offset by an increased level of inven
tories related to both the start-up of Aerostmctures' wing 
program for the A330/A340 Airbus and the timing of cer
tain shipments. The Group's debt increased by $167.4 
million prindpally as a result of cash required for the 
acquisition of Avdel, capital asset additions and payments 
of dividends, which collectively exceeded operating cash 
flows. 

In 1988, cash flows from operating activities of $117.7 
million reflected reductions of accrued and other liabili
ties, related prindpally to the liquidation of contractual 
obligations, as well as increased levels of receivables and 
inventories. The Group's debt increased by $298.9 inillion 
prindpally as a result of cash required for capital asset 
additions, purchases of treasury shares and payments of 
dividends exceeding operating cash flows. 

Capital expenditures during each of the three years in 
the period ended December 29,1990 of $168 million, $210 
million and $193 million, respectively, were primarily for 
the replacement of machinery and equipment and for 
machinery and equipment required for increased capadty 
at existing facilities and for expansion to accommodate 
new product lines. Capital expenditures during 1991 are 
not expected to differ substantially from the level of such 
expenditures in 1990. 

Textron is involved in a number of remedial actions 
under various federal and state laws and regulations relat
ing to the environment which impose liability on compa
nies to clean up, or contribute to the cost of cleaning up, 
sites on which their hazardous wastes or materials were 
disposed or released. Expenditures to evaluate and reme
diate contaminated sites were not material in the years 
1988 and 1989, and approximated $15 million in 1990. 
Textron currently projects that expenditures for remedia
tion wiU range between $15 million and $25 million for 
each of the years 1991 and 1992. 

Both federal and state govemments (and, to a lesser 

extent, third parties) continue to identify additional sites 
for remediation under environmental legislation. Based 
upon current experience, Textron antidpates that it wiU 
become involved in additional matters of this type. 
Textron cannot, however, reasonably estimate at this time 
the overall costs of remedial actions, including those 
already identified and additional similar actions beyond 
1992, because of (a) uncertainties about the nature of envi
ronmental regulations being promulgated and the appli
cation of those regulations, (b) the unavailability of 
information about the number of additional sites at which 
Textron may be identified as a potentially responsible 
party, (c) the level of cleanup that may be required at spe
dfic sites and choices conceming the technologies to be 
applied in corrective actions, (d) the number of contribu
tors to the costs of remediation at spedfic sites, and (e) the 
time periods over which remediation may occur. 

Based upon the information currently available, 
Textron believes it has made adequate provision for costs 
assodated with known remediation efforts, in accordance 
with generaOy accepted accounting prindples. Despite 
the uncertainty conceming the overall costs of remedial 
actions after 1992, it is not currently antidpated that such 
costs will have a material adverse effect on the liquidity or 
finandal condition of Textron. 

As part of managing its interest rate exposure on cer
tain of its variable rate borrowings, Textron has entered 
into interest rate exchange agreements which mitigate its 
exposure to increases in interest rates on such borrow
ings. Textron has also sold interest rate swaptions which 
give the counterparties the right to have Textron make 
periodic fixed payments in exchange for periodic variable 
payments. 

In early 1990, Textron tenninated seven interest rate 
exchange agreements covering $250 million of variable 
interest rate borrowings. As part of its plan to replace 
such agreements with new agreements with longer aver
age lives, Textron entered into five interest rate exchange 
agreements covering $200 million of borrowings. Also in 
1990, Textron sold swaptions covering $150 inillion of bor
rowings and counterparties exerdsed swaptions covering 
$125 million of borrowings. At December 29,1990, inter
est rate exchange agreements, including those entered 
into through exerdsed swaptions, had the combined 
effect of fixing the rate of interest at approximately 9.02% 
on $381.4 million of Textron's variable rate borrowings. 
Such agreements expire through 2004. Swaptions out
standing at December 29,1990, covering $75 million of 
variable rate borrowings, may be exerdsed by the coun
terparties through November 4,1991. 

Textron has also entered into interest rate cap agree
ments, expiring in 1992, which had the effect of capping 
Texta-on's effective interest cost at approximately 9.88% on 
$150 million of variable rate borrowings at December 29, 
1990. Textron's interest rate caps enable it to limit its expo
sure to increasing interest rates by providing for pay
ments to Textron in the event that interest rates exceed 
spedfied levels. 

In 1989, Textron announced it may purchase up to an 

aggregate of five million of its common shares in the 
open market or otherwise. In December 1990, Texh-on 
announced that it may purchase up to an additional five 
million of its common shares from time to time in the 
open market or otherwise. As of December 29,1990, 
4,423,500 shares had been purchased for an aggregate 
cost of $98.6 million. Such purchases included purchases 
(aggregating $65.0 million) made by the Paul Revere 
Insurance Group and Avco Finandal Services, Inc. 
(AFS), that have been accounted for in the Textron 
Parent Company Borrowing Group's balance sheet as 
purchases of stock for the Group's treasury and as divi
dends (spedal distributions) from the finance and insur
ance subsidiaries- In 1989, the Textron Savings Plan 
purchased from Textron 3,652,969 shares of Texbron com
mon stock, which Textron had held in its treasury. 

Textron had $318.5 million available at December 29, 
1990 for the issuance of unsecured debt securities under 
its shelf regish-ation statement with the Securities and 
Exchange Commission. In 1990, Textron reduced its $3.6 
billion bank credit agreement to $1.5 billion, as bank bor
rowing requirements beyond such level are not currently 
antidpated. Textron also had confirmed bank lines of 
credit of %77 million at December 29,1990. Credit facilities 
not used or reserved as support for commerdal paper or 
bank borrowings were $878 million at December 29,1990. 

Management believes that the Textron Parent Com
pany Borrowing Group will continue to have adequate 
access to credit markets and that its credit facilities and 
cash flow from operations — including dividends 
received from Textron's finance and insurance operations 
— wiU continue to be more than suffident to meet its 
operating needs and to finance antidpated growth. 

Finance and insurance subsidiaries 
This group includes AFS, consisting of Avco Finandal 
Services Group and Avco Insurance Services (AIS), 
Textron Finandal Corporation (TFC) and the Paul Revere 
Insurance Group. The insurance operations have histori
cally generated positive cash flows suffident to preclude 
the need for borrowings. Information about the cash 
flows of this group for each of the three years in the 
period ended December 31,1990 is set forth in the 
Group's statement of cash flows included in Note 17 
(page 60) to the consolidated finandal statements. 

The amount of the net assets of Textron's finance and 
insurance subsidiaries available for cash dividends and 
other payments to the Textron Parent Company Borrow
ing Group is restricted by the terms of lending agree
ments and insurance statutory requirements. The finance 
and insurance subsidiaries paid dividends of $128.9 mil
lion (excluding the $65.0 million for purchases of Textron 
common stock by the Paul Revere Insurance Group and 
AFS), $54.0 million and $34.8 miUion to the Texh-on Par
ent Company Borrowing Group in 1990,1989 and 1988, 
respectively. 

AFS and TFC each utilize a broad base of finandal 
sources for their respective liquidity and capital require
ments. Cash is provided from both operations and sev-
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eral different sources of borrowings, including unsecured 
borrowings under bank Unes of credit, the issuance of 
commerdal paper and sales of medium- and long-term 
debt in the U.S. and foreign finandal markets. During 
1990, the net proceeds from medium- and long-term 
financing sources totaled $1.2 bilUon; debt increased by 
$657.6 miUion in 1990, due prindpaUy to growth in receiv
ables. AFS had $304.2 miUion available at December 31, 
1990 for the issuance of unsecured debt securities under 
shelf registration statements with the Securities and 
Exchange Commission. 

AFS and TFC have interest rate exchange agreements, 
which expire through 1999, which had the effect of fixing 
the rate of interest at approximately 10.24% on $772.0 mU
Uon of variable rate borrowings at December 31,1990. In 
addition, AFS has certain agreements, expiring through 
1993, whereby it wUI receive payments if interest rates 
exceed spedfied levels and wiU make payments if interest 
rates decUne below specified levels, with respect to 
approximately $160.2 milUon of borrowings at December 
31,1990. By utilizing medium- and long-term fixed rate 
financing, as weU as interest rate agreements such as 
interest rate exchange agreements, Textron's finance sub
sidiaries have a ratio of variable rate debt to total debt of 
35% at December 31,1990. 

For Uquidity purposes, AFS and TFC have a poUcy of 
maintaining suffident unused bank Unes of credit to sup
port their outstanding commerdal paper. Lines of credit 
not used or reserved as support for commerdal paper and 
bank borrowings amounted to $1.1 biUion at December 
31,1990. 

Textron's finance and insurance subsidiaries have sub
stantial amounts of investments and finance receivables 
backed up or secured by real estate. AFS has residential 
real estate loans outstanding of $1.8 biUion at December 
31,1990, which are secured primarily by first and second 
mortgages on single family homes, and average $22 thou
sand in outstanding prindpal balance. Such loans are geo
graphicaUy dispersed among many customers and the 
loan amounts are Umited to a maximum of 85% of the 
appraised market value at the time of loan origination, 
although most loans are made at significantly lower loan 
to value ratios. TFC has commerdal real estate loans and 
leveraged leases of real estate aggregating $444.2 miUion 
and $124.2 miUion, respectively, at December 31,1990. In 
addition, Textron's insurance subsidiaries have $235.1 
million of first mortgages on commerdal real estate at 
December 31,1990. Commerdal real estate lending and 
leveraged lease financing activities of Textron's finance 
and insurance subsidiaries are geographicaUy dispersed 
and are not characterized by concentration of credit risk in 
any particular industry or class of customer. Commerdal 
real estate lending criteria are conservative, and, accord
ingly, such loans are generaUy made at a 75% loan to 
value ratio on estabUshed properties with suffident cash 
flows to meet debt service requirements. Textron's insur
ance subsidiaries' investments also include mortgage-
backed securities at an amortized cost of $595.8 milUon, 
a substantial portion of which is guaranteed by the U.S. 
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Govemment or U.S. Govemment agendes. 
Textron beUeves it has made adequate provision for 

nonperforming real estate loans and that the estimated 
market value of substantiaUy aU of the properties secur
ing the respective loans exceeds the outstanding balances 
of such loans, despite the general decUne in real estate 
values during 1990. 

Textron also has significant investments in debt securi
ties. A substantial portion of these securities are in high 
quaUty, investment grade assets. Investments in debt 
securities are generaUy held untU maturity. 

For further information about investments and coUat-
eral for finance receivables, see Note 2, "Investments," 
and Note 3, "Finance Receivables," to the consoUdated 
finandal statements. 

For further information about the debt and credit faciU
ties of the Textron Parent Company Borrowing Group 
and the finance and insurance subsidiaries, see Note 8, 
"Debt and Credit FaciUties," to the consoUdated finandal 
statements. 

Results of Operations 
1990 vs. 1989 
Textron's net income in 1990 was $283.0 mUUon ($3.18 per 
share), compared with $259.2 miUion ($2.91 per share) in 
1989 after an extraordinary loss of $9.5 milUon ($.11 per 
share) arising from an interim arbitration ruling relating 
to BeU HeUcopter's coproduction agreement with the 
Govemment of Iran, which was terminated in 1978. Reve
nues increased to $7.9 bUUon in 1990 from $7.4 bUUon in 
1989. 

Operating profits ofTextron's six business segments 
aggregated $789.4 miUion in 1990, compared with $732.4 
miUion in 1989. See the table under the caption "Reve
nues and Income by Business Segment" and the discus
sion of the results of each segment below. 

The benefit of improved operating profits was partiaUy 
offset by higher Textron Parent Company Borrowing 
Group interest expense and corporate expenses. The 
increase in corporate expenses reflects the effect of foreign 
exchange losses in 1990 compared to foreign exchange 
gains in 1989. Textron's effective income tax rate in 1990 of 
38.4% was higher than the 1989 rate of 34.5% prindpaUy 
as a result of research and development tax credits taken 
in 1989. 

1989 vs. 1988 
Textron's income before extraordinary losses in 1989 was 
$268.7 mUUon ($3.02 per share) compared with $272.1 irul-
Uon ($3.10 per share) in 1988. Revenues were $7.4 biUion 
in 1989 compared with $7.3 biUion in 1988. Operating prof
its aggregated $732.4 miUion in 1989, compared with 
$706.8 mUUon in 1988. 

Corporate expenses in 1989 reflect the favorable effect 
of foreign exchange gains. Higher interest expense 
reflects $22.3 miUion attributable to the debt incurred to 
finance the acquisition of Avdel and the effect of higher 
interest rates. Textron's 1989 results reflect a lower effec-
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Revenues and Income by Business Segment 
For a description of the businesses comprising each segment, see pages 63 to 65 
ofthis report. For additional financial information by business segment, see Note 16. 

Business Segments 
(In millions) 

Aerospace Technology: 
HeUcopters 
Propulsion 
Systems 

1990 

$1,195.4 
1,328.1 
1,114.8 

Revenues 

1989 

$1,078.5 
1,331.2 

971.0 

1988 

$1,271.9 
1,308.4 
1,028.0 

1990 

$ 89.5 
139.0 
102.5 

Income 

1989 

$ 94.5 
132-5 
80.6 

1988 

$ 81.5 
148.2 

71.0 

Commercial Products 

Financial Services: 
Finance and related insurance 
Other insurance 

3,638.3 

1,832.3 

1,307.0 
1,137.4 

2,444.4 

3,380.7 

1,891.8 

1,174.2 
983.8 

2,158.0 

3,608.3 

1,734.4 

1,036.9 
899.8 

1,936.7 

331.0 

166.5 

189.0 
102.9 

291.9 

307.6 

164.6 

169.5 
90.7 

260.2 

300.7 

177.6 

154.8 
73.7 

228.5 

$7,915.0 $7,430.5 $7,279.4 789.4 732.4 706.8 

Corporate expenses and other - net 
Interest expense - net 

(74.3) (68.6) (71.1) 
(255.9) (253.5) (202.4) 

Income before income taxes $459.2 $410.3 $433.3 

Notes: 
(i) Revenues try business segment exclude investment income ofthe 
Textron Parent Company Borrowing Group. 
(ii) Income ofthe Commercial Products segment in 1990 includes cash 
dividends received from Avdel pic of $7.3 million. 
(iii) Income ofthe Finance and related insurance segment is net of 
interest expense. 

(iv) Income ofthe Financial Services segments includes net pre-tax capital 
gains of $3 million in 1990, $8 million in 1989 and $11 miUion in 1988, 
principally in the Other insurance segment. 
(v) Revenues between segments were approximately 1% of total revenues 
in each year. 

Backlog 
(Unaudited) 

(In millions) 

Govemment: 
HeUcopters 
Propulsion 
Systems 
Commerdal Products 

December 29, 
1990 

$ 788.0 
1,315.5 
1,145.1 

1.0 

December 30, 
1989 

$ 888.0 
717.0 

1,285.3 
-7 

3,249.6 2,891.0 

Commercial: 
HeUcopters 
Propulsion 
Systems 
Commerdal Products 

686.1 
876.1 
550.2 
226.3 

524.2 
840.2 
704.7 
228-4 

2,338.7 2,297.5 

$5,588.3 $5,188.5 
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Results of Operations (continued) 
1989 vs. 1988 
tive income tax rate of 34.5% compared with 37.2% in 
1988, due prindpaUy to research and development tax 
credits. Eamings per share for 1989 reflect an increased 
average number of shares outstanding over the prior year. 

Net income in 1989 was $259.2 miUion ($2.91 per share) 
after an extraordinary loss of $9.5 milUon ($.11 per share). 
Net income in 1988 was $234.4 miUion ($2.67 per share), 
after extraordinary losses aggregating $37.7 miUion ($.43 
per share) resulting from (a) a ruUng by arbitrators in 1988 
relative to insurance fronting programs in which one of 
the insurance subsidiaries of AFS partidpated with other 
insurance companies, which programs were discontin
ued prior to December 31,1985 ($28.0 mUUon, or $.32 per 
share), and (b) the early redemption of approximately 
$130 mUUon of high interest rate debt ($9.7 miUion, or $.11 
pershare). 

Aerospace Technology 
1990 vs. 1989 
The Aerospace Technology sector reported revenues of 
$3-6 biUion in 1990, $257.6 miUion higher than the 1989 
level, whUe income increased $23.4 million. The higher 
income was due to improved performances in the Propul
sion and Systems segments, the benefit of which was par
tiaUy offset by lower income in the HeUcopters segment. 

Bell HeUcopter's revenues increased in its U.S. Govern
ment business due prindpaUy to higher sales of heUcop
ters and spare parts, partiaUy offset by a decrease in the 
level of effort required on the BeU-Boeing V-22 TUtRotor 
aircraft fuU scale development (FSD) program. Revenues 
increased in its non-U.S. Govemment business as a result 
of higher heUcopter and spare parts sales, partially offset 
by lower volume on a major intemational contract on 
which shipments resumed in the fourth quarter of 1990, 
in accordance with contractual terms, after completion of 
the earUer phase in the third quarter of 1989. Income 
decUned due to the effect of lower volume on this major 
international contract, partiaUy offset by the increase in 
income from higher revenues on other contracts and a 
reduced provision for cost increases on the V-22 program 
— approximately $40 miUion in 1990 compared with 
approximately $50 miUion in 1989. 

In 1986, the BeU-Boeing team was awarded the V-22 
FSD contract at a target price of $1.729 bilUon and a ceUing 
price of $1,826 bUUon. Funding presently obUgated to the 
contract by the U. S. Government is $1.747 bUlion. In early 
1989, uncertainty arose as to the continuation of funding 
for the V-22 FSD contract when the Administration pro
posed to cancel the program and eliminate all funding 
from the defense budget for fiscal year 1990. Congress, 
however, ultimately approved continued FSD funding for 
fiscal year 1990. The Administration's proposed fiscal year 
1991 defense budget again excluded a request for contin
ued funding of the program; however. Congress subse
quently approved both continued FSD funding and 
funding to initiate the production effort. The Administra
tion's proposed fiscal year 1992 defense budget does not 
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include a request for continued funding of the V-22 pro
gram; however, BeU-Boeing wiU continue its efforts to 
keep the FSD effort funded and to secure a production 
contract. WhUe in the long term BeU would lose the bene
fit of production of V-22 aircraft if the production pro
gram were canceled, Textron beUeves that termination of 
the V-22 program would not have a material adverse 
effect on its income or cash flows in the shorter term. 

Textron beUeves it has made adequate provision for 
antidpated losses on the V-22 development program. 
Although Textron beUeves that the cost estimates for the 
V-22 program are reasonable, such estimates remain sub
ject to the uncertainties inherent in aU large scale fixed-
price development contracts. 

BeU wiU continue to pursue other development and 
production opportunities for TUtRotor technology, as weU 
as other opportunities that may arise in the rotary aircraft 
markets. The UkeUhood of success in these efforts cannot 
be determined at the present time. 

The Propulsion segment's income increased $6.5 mU
Uon, prindpally at Textron Lycoming, whUe revenues 
decreased $3.1 milUon. Contributing to record income at 
Lycoming were (a) increased deUveries of commerdal 
engines, (b) an increased level of customer support opera
tions and (c) a favorable change in product mix within its 
U.S. Govemment business, the benefit of which overcame 
the effects of a decrease in miUtary spares sales. PartiaUy 
offsetting these favorable effects were (a) reduced deUver
ies of piston engines in the general aviation market, prin
dpaUy due to a ten week work stoppage, and (b) higher 
losses in the LTI 01 turbine engine business attributable to 
lower sales, continuing high engineering costs related to 
improving engine reUabUity and an increased level of war
ranty claims. The aggregate income of the other Propul
sion divisions approximated the 1989 level on sUghtly 
higher revenues. The benefit of a change in product mix 
from mUitary to commerdal programs was offset by a 
provision for the estimated cost of closing an AirfoU 
Textron plant. 

Congress has authorized and appropriated funding for 
additional Ml Al and Ml A2 Abrams tank production and 
the U.S. Army has awarded Textron Lycoming contract 
modifications which increase the total value of the con
tract for tank engines to over $1 bilUon. In addition to the 
base quantities, the contracts provide options to increase 
production in 1992,1993 and 1994 for additional U.S. 
Army requirements and for future foreign miUtary sales. 
This contract assures stable production of the engines 
through 1994 at economic production rates and provides 
a level of production which improves the engines' com
petitiveness in the international market. 

The Systems segment's revenues increased $143.8 
milUon and income increased $21.9 miUion as higher 
revenues and improved contract performance at Textron 
Aerostructures, Textron Defense Systems and Textron 
Marine Systems were partiaUy offset by lower sales and 
provisions for restructuring at BeU Aerospace Textron and 
CadiUac Gage Textron. Textron Aerostructures' revenues 
nearly doubled and income increased substantiaUy, prin

dpaUy as a result of (a) the completion of mUestones 
related to prototype units and tooUng and the shipment of 
the first production units of wing components for the Air
bus A330/A340 aircraft programs, (b) increased deUveries 
and improved contract performance on the C-130 military 
aircraft empennage program, and (c) the completion of 
contractual negotiations for the nonrecurring develop
ment and tooling portions of a program for components 
of the Titan IV missUe, partiaUy offset by a provision for 
cost increases on the C-17 mUitary aircraft wing compo
nent program. Textron Defense Systems' revenues 
increased prindpaUy due to increased revenues on its 
sensor fuzed weapon program, while its income 
increased significantly due to higher revenues and 
improved contract performance, which in 1989 reflected 
significant provisions for cost increases on fixed-price 
contracts. Textron Marine Systems' income increased sig
nificantly as a result of increased revenues on its LCAC 
landing craft program. BeU Aerospace Textron's revenues 
decreased due to the completion in 1989 of a gravity sen
sor system development and production contract and 
favorable pricing adjustments in 1989, partiaUy offset by 
increased volume on aircraft landing systems in 1990. Its 
income declined as a result of lower revenues, additional 
provisions for cost increases on fixed-price development 
contracts and a provision related to the estimated cost of 
integrating these operations with Textron Defense Sys
tems. CadUlac Gage's revenues and income decUned sig
nificantiy as a result of the completion of deUveries of 
Stingray tanks under a major intemational contract in the 
first quarter of 1990. 

Defense expenditures are expected to decUne in the 
next several years as a result of continuing pressures to 
reduce federal outlays, notwithstanding current events in 
the Persian Gulf. Defense industry profits also continue 
to be negatively impacted by procurement trends experi
enced in recent years, including the effects of increased 
competition requiring significant contractor investment, 
increased contractor financing of tooling and spedal 
equipment, and higher levels of nonrecoverable costs. 

Textron has a diversified presence in both the commer
dal and govemment aerospace markets, and is focusing 
its resources where it has technological or other competi
tive advantages. Accordingly, the results ofTextron's 
Aerospace Technology sector are not expected to decUne 
in 1991 as the benefits of a strong U.S. and intemational 
commerdal aerospace market and Textron's diversifica
tion within its U.S. Govemment business should tend to 
offset the effects of the potential decline in overaU U.S. 
Govemment spending for defense. 

1989 vs. 1988 
The Aerospace Technology sector reported revenues of 
$3.4 bUUon in 1989, $227.6 miUion lower than the 1988 
level, while income increased sUghtly to $307.6 miUion-
The higher income was due to improved performances in 
the HeUcopters and Systems segments, the benefit of 
which was partiaUy offset by lower income in the Propul
sion segment. 

BeU HeUcopter's revenues decUned by $193.4 miUion in 
1989, due prindpaUy to lower U.S. miUtary sales, reflect
ing a decreased level of effort on the BeU-Boeing V-22 
TUtRotor aircraft FSD program, and lower commerdal 
medium ship sales. BeU's income increased $13.0 milUon 
largely as a result of a more favorable mix of sales in its 
non-U.S. Govemment business, partiaUy offset by an 
increase in the provision for cost increases on the V-22 
program — approximately $50 miUion in 1989 compared 
with $25 miUion in 1988. 

The Propulsion segment's revenues increased $22.8 
milUon in 1989 prindpaUy due to increased volume at 
Textron Lycoming, which experienced a seven week 
work stoppage in 1988, whUe income decUned $15.7 mU
Uon. Lycoming's income decUned as the effects of (a) a 
cumulative adjustment recorded to reflect a reduction in 
the estimated profit margin on the multi-year gas turbine 
engine contract for the M 1 Abrams tank, (b) increased 
product development and product improvement costs, 
and (c) a reduced level of overhaul sales and reduced mar
gins on miUtary spares were only partiaUy offset by the 
benefit of increased engine deUveries. Income decUned at 
certain other divisions due prindpaUy to lower miUtary 
sales and lower margins on commerdal programs as a 
result of a change in product mix from mature programs 
to new programs. 

The Systems segment's revenues declined $57.0 miUion 
due prindpaUy to the completion of Textron Aerostruc
tures' C-5B wing program in 1988, whUe income 
increased $9.6 milUon. Textron Aerostructures' income 
increased as the benefit of a cumulative adjustment 
recorded to reflect an increase in the estimated profit mar
gin on its major commerdal program more than offset the 
effect of the significant decrease in revenues resulting 
from the completion of its C-5B wing program. Textron 
Marine Systems recorded a strong increase in income as a 
result of increased revenues on its LCAC landing craft 
program. CadiUac Gage Textron's revenues increased as a 
result of deUveries of Stingray tanks under a major con
tract with an overseas customer. However, its income 
declined as lower volume and reduced margins on control 
systems products and reduced sales of armored combat 
vehicles more than offset the benefit of the higher level of 
Stingray revenues. BeU Aerospace Textron's revenues 

• Capital Expenditures 
^ Depreciation 

(In millions) 

$128 

1988 1989 1990 
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decreased, due prindpaUy to a reduced volume of aircraft 
landing systems and the completion of a gravity sensor 
system development and production contract. Its income 
approximated last year's level, as the effects of lower reve
nues and additional provisions for cost increases on fixed-
price development contracts were offset by favorable pric
ing adjustments. Textron Defense Systems' revenues and 
income approximated last year's levels, as results in both 
years reflected significant cost increases on certain fixed-
price contracts. Provisions for cost increases on certain 
fixed-price contracts were significant to the Systems seg
ment and were approximately at the same level in 1989 as 
they were in 1988. 

Commercial Products 
1990 vs. 1989 
Revenues of $1.8 biUion in 1990 were $59.5 milUon lower 
than in 1989, due prindpaUy to revenues related to a 
divested product line. Income increased $1.9 miUion 
despite slowdowns in the automotive and constmction 
industries. Operating results in 1990 benefited from cash 
dividends of $7.3 milUon received from Avdel, whUe 1989 
reflected a loss related to the divestiture of a product Une. 

Excluding revenues in 1989 related to the divested 
product Une, revenues and income in the automotive 
business approximated the 1989 levels, despite sharply 
reduced production releases by the automotive manufac
turers in the fourth quarter of 1990. Two automotive divi
sions reported income gains as a result of broader market 
penetration of Textron's instrument panel and interior 
door panel products and reduced start-up costs on new 
programs and processes. WhUe the aggregate income of 
the remaining automotive divisions was lower than the 
1989 level, margins were generaUy maintained due to the 
benefit of cost reduction programs. 

Revenues and income in the fasteners business 
decUned sUghtly as the effects of the slowdowns in the 
automotive and construction industries were only par
tiaUy offset by an increased volume of commerdal aero
space fastener products and the avoidance of one-time 
costs incurred in 1989 from implementing improved sys
tems at one fastener division. 

Revenues increased sUghtly in the outdoor products 
business due to higher sales of golf cars and turf mainte
nance equipment products, partiaUy offset by lower sales 
of constmction equipment attributable to softness in that 
market. Income increased sUghtiy as the absence of signif
icant warranty costs incurred in 1989 at one division and 
the benefit from the higher sales of golf cars and turf 
maintenance equipment products were substantiaUy off
set by a significant decrease in income at another division, 
due primarUy to lower sales of constmction equipment. 

Revenues and income decreased significantly in the 
machine tool business, reflecting a continuing low level of 
orders from the "Big Three" U.S. automotive companies. 
Revenues and income in the contractor tool business 
approximated the 1989 levels as a result of aggressive 
marketing programs, the benefit of which was offset 
by the continuing effects of the soft market conditions 
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in the construction industry. 
The current slowdown in the automotive industry wiU 

adversely affect the results of Textron's Commerdal Prod
ucts sector in the first quarter of 1991. AU divisions with 
automotive customers have implemented contingency 
plans to minimize the impact on income of reduced cus
tomer requirements for automotive components. The fuU 
year 1991 results are difficult to forecast due to uncer
tainty as to the length of the automotive industry slow
down and the potentiaUy disruptive effect of antidpated 
fluctuations in production schedules throughout the year. 

1989 vs. 1988 
Revenues of $1.9 bUUon in 1989 were $157.4 miUion 
higher than the 1988 level, reflecting increases in virtuaUy 
aU businesses. However, income decreased $13.0 miUion 
to $164.6 milUon as a loss on the planned divestiture of a 
product Une and lower margins in the automotive and 
fasteners businesses were only partiaUy offset by 
improved results in the outdoor products, machine tool 
and contractor tool businesses. 

Revenues in the automotive business increased over 
the 1988 level, prindpaUy as a result of broader market 
penetration ofTextron's instrument panel and interior 
door panel products. This upward sales trend masked an 
underlying softness in the automotive suppUer business 
which resulted in reduced volumes of automotive prod
ucts at certain divisions. Despite higher overaU revenues, 
automotive margins decreased due prindpaUy to signifi
cantly lower volume at one division, which was particu
larly affected by reduced customer production 
requirements, and increased start-up costs assodated 
with new programs and processes. 

Income in the fasteners business decUned as significant 
costs related to implementing improved manufacturing 
processes at one division more than offset the benefit of 
increased revenues. 

Revenues in the outdoor products business increased, 
due prindpaUy to market penetration in the consumer 
Une, increased shipments of golf cars and the successful 
introduction of a new Ughtweight fairway mower. 
Income, although higher, was depressed by significant 
warranty costs at one division. 

Revenues and income increased in the machine tool 

E 
• Capital Expenditures 
D Depreciation 

(In millions) 

$100 

1988 1989 1990 

business due prindpaUy to shipping orders booked in 
1988 to the "Big Three" U.S. automotive companies, 
whUe revenues and income increased in the contractor 
tool business as a result of aggressive marketing pro
grams, the benefit of which more than offset the effects of 
the soft market conditions in the construction industry. 

Financial Services 
1990 vs. 1989 
Revenues of the Finandal Services sector increased $286.4 
milUon to a record $2.4 bilUon in 1990 and income 
increased $31.7 miUion to $291.9 milUon. The increase 
in income was due to improved performances in aU 
businesses. 

The Finance and related insurance segment's revenues 
increased $132.8 mUUon and income increased $19.5 mU
Uon. Income in AFS' consumer finance and related insur
ance business increased prindpaUy due to higher 
revenues attributable to a higher level of finance receiv
ables outstanding, a decrease in the cost of borrowed 
funds and a decrease in the operating expense ratio, par
tiaUy offset by higher insurance losses, higher credit 
losses and a decrease in investment income. With the soft
ening in the economy, the ratio of net credit losses to 
average net receivables increased to 1.84% in 1990 from 
1.76% in 1989. While charge-offs may increase in 1991 as a 
result of the recessionary economy, Textron does not 
presently expect a material effect on its 1991 results. 

In TFC's commerdal finance business, income 
increased due prindpaUy to higher revenues related to an 
increased level of receivables, an improved spread 
between receivable yields and the cost of borrowed funds, 
and a significant gain on the sale of an interest in an air-
aaft lease, the benefit of which was partiaUy offset by 
higher charge-offs and a significant increase in loss provi
sions, prindpaUy attributable to its real estate loan 
portfoUo. 

The Other insurance segment's revenues increased 
$153.6 miUion in 1990 and income increased $12.2 miUion. 
The Paul Revere Insurance Group's revenues increased as 
a result of a new reinsurance agreement, effective January 
1,1990, with another individual disabiUty income insurer, 
and higher levels of individual and group disabiUty insur
ance premiums. Its income increased due to higher reve
nues, lower claim rates and improved persistency of 
individual disabiUty income products and improved 
group medical and dental loss ratios, the benefit of which 
was partiaUy offset by higher group long-term disabiUty 
insurance daim rates and an increase in the investment 
valuation reserve. Income in AFS' nonfinance-related 
insurance business increased primarUy due to an increase 
in premiums eamed and a decrease in loss and operating 
expense-ratios, partiaUy offset by lower investment 
income. 

1989 vs. 1988 
Revenues of the Finandal Services sector increased $221.3 
milUon to $2.2 biUion in 1989 and income increased $31.7 
miUion to $260.2 miUion. The increase in income was due 

to improved performances in aU businesses. 
The Finance and related insurance segment's revenues 

increased $137.3 miUion and income increased $14.7 mU
Uon. AFS' consumer finance and related insurance busi
ness reported higher revenues and income as a result of 
an increase in the level of finance receivables outstanding, 
increased insurance premiums and higher investment 
income, partiaUy offset by the effects of an increase in the 
cost of borrowed funds and lower yields on outstanding 
receivables, due prindpaUy to an increase in real estate 
loans. The ratio of net credit losses to average net receiv
ables -1.76% in 1989 compared to 1.77% in 1988 -
remained at a low level. 

In TFC's corrunerdal finance business, revenues and 
income increased due to a higher level of receivables, 
prindpaUy attributable to growth in its real estate port
foUo, an improved spread between receivable jaelds 
and interest rates on borrowed funds, and lower loss 
provisions. 

The Other insurance segment's revenues increased 
$84.0 miUion in 1989 and income increased $17.0 milUon. 
The Paul Revere Insurance Group reported higher reve
nues mairUy due to growth in individual disability insur
ance, attributable to an increased level of renewal 
business, and growth in group insurance products, attrib
utable to increased business written and higher premium 
rates. Paul Revere's income increased due to higher reve
nues and lower claim rates in individual disabiUty income 
insurance, partiaUy offset by higher claim rates related to 
individual life and group medical products. AFS' nonfi
nance-related insurance business reported higher income 
due to an increase in premiums eamed and a decrease in 
insurance losses and operating expenses, partiaUy offset 
by lower investment income, due to a decrease in 
invested assets and lower capital gains. 

• Capital Expenditures 
D Depreciation 

(In millions) 

$40 

1988 1989 1990 

For information about new accounting standards not 
required to be adopted by Textron untU a future date, see 
Note 12, "Pension and Other Postemployment Benefits," 
and Note 13, "Income Taxes," to the consoUdated finan
dal statements. 
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Report of Management 

The consoUdated finandal statements of Textron Inc. have 
been prepared by management and have been audited by 
Textron's independent auditors, Ernst & Young, whose 
report appears below. Management is responsible for the 
consoUdated finandal statements, which have been pre
pared in conformity with generaUy accepted accounting 
prindples and include amounts based on management's 
judgments. 

Management is also responsible for maintaining inter
nal accounting control systems designed to provide rea
sonable assurance, at appropriate cost, that assets are 
safeguarded and that transactions are executed and 
recorded in accordance with estabUshed poUdes and pro
cedures. Textron's systems are under contkiuing review 
and are supported by, among other things, business con
duct and other writiien guideUnes, an intemal audit func
tion and the selection and training of quaUfied personnel. 

The Board of Directors is responsible for the Com
pany's finandal and accounting poUdes, practices and 
reports. Its Audit Committee, comprised of four outside 
directors, meets regularly with the independent auditors, 
representatives of management and the intemal auditors 
to discuss and make inquiries into their activities. Both 
the independent auditors and the intemal auditors have 
free access to the Audit Committee, with and without 
management representatives in attendance. 

'aJ 
td 

B. E Dolan 
Chairman and 
Chief Executive Officer 

Febmary 7,1991 

Lm. 
Dennis G. Little 
Executive Vice 
President and 
Chief Financial Officer 

Report of Independent Auditors 

To the Board of Directors and Shareholders 
Textron Inc. 

We have audited the accompanying consoUdated balance 
sheet of Textron Inc. as of December 29,1990 and Decem
ber 30,1989, and the related consoUdated statements of 
income, cash flows and changes in shareholders' equity 
for each of the three years in the period ended December 
29,1990. These finandal statements are the responsibUity 
of the Company's management. Our responsibiUty is to 
express an opinion on these finandal statements based on 
our audits. 

We conducted our audits in accordance with generaUy 
accepted auditing standards. Those standards requke 
that we plan and perform the audit to obtain reasonable 
assurance about whether the finandal statements are free 
of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and 
disclosures in the finandal statements. An audit also 
includes assessing the accounting prindples used 

and significant estunates made by management, as weU 
as evaluating the overaU finandal statement presentation. 
We beUeve that our audits provide a reasonable basis for 
our opinion. 

In our opinion, the finandal statements referred to 
above present fairly, ki aU material respects, the consoU
dated finandal position of Textron Inc. at December 29, 
1990 and December 30,1989 and the consoUdated results 
of its operations and its cash flows for each of the three 
years in the period ended December 29,1990 in conform
ity with generaUy accepted accounting prindples. 

. ^ fD>A/î -̂-m '̂i'' JpViM^^ 

New York, New York 
Febmary 7,1991 
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Textron Inc. 
Consolidated Statement of Income 

For each of the three years in the period ended December 29, 1990 
(In millions except per share amounts) 1990 1989 1988 

Revenues: 
Sales 
Interest, discount and service charges 
Insurance premiums 
Investment income (including net capital gains) 

5,470.6 
1,139.3 

974.7 
333.0 

$5,272.5 
1,007.8 

836.3 
323.5 

$5,342.7 
891.7 
750.8 
300.3 

Total revenues 7,917.6 7,440.1 7,285.5 

Costs and expenses: 
Cost of sales 
SeUing and administrative 
Interest expense 
Provision for losses on collection of finance receivables, less 

recoveries 
Insurance benefits and increase in poUcy UabiUties 
Amortization of insurance poUcy acquisition costs 

4,370.1 
1,343.6 

774.6 

123.5 
720.5 
126.1 

4,202.8 
1,252.5 

733.1 

89.6 
636.0 
115.8 

4,307.9 
1,161.2 

601-9 

85-0 
589-3 
106-9 

Total costs and expenses 7,458.4 7,029.8 6,852.2 

Income before income taxes 
Income taxes 

459.2 
176.2 

410.3 
141.6 

433.3 
161.2 

Income before extraordinary losses 
Extraordinary losses, net of income taxes: 

Arbitration concerning terminated coproduction agreement 
Arbitration conceming former Une of business 
Early redemption of debt 

283.0 268.7 

(9.5) 

272.1 

(28.0) 
(9.7) 

Net income 

Income per common share: 
Income before extraordinary losses 
Extraordinary losses 

$ 283.0 

$ 3.18 

$ 259.2 

3.02 
(.11) 

$ 234-4 

3-10 
(-43) 

Net income $ 3.18 

See summary of significant accounting policies and notes to consolidated financial statements. 

$ 2.91 $ 2.67 
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Textron Inc. 
Consolidated Balance Sheet 

(Dollars in millions) 

Assets 
Cash 
Investments 
Receivables - net: 

Finance 
Commercial and U.S. Govemment 

Inventories 
Property, plant and equipment - net 
Unamortized insurance poUcy acquisition costs 
GoodwiU, less accumulated amortization of $205.3 and $167.2 
Other assets 

Total assets 

Liabilities and shareholders' equity 
Liabilities 
Accounts payable 
Income taxes (prindpally deferred) 
Accrued UabiUties 
Insurance reserves and claims 
Debt: 

Textron Parent Company Borrowing Group 
Finance and insurance subsidiaries 

Total liabilities 

Less cost of treasury shares 

Total shareholders' equity 

Total liabilities and shareholders' equity 
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December 29, 
1990 

$ 66.4 
3,348.1 

5,889.5 
793.9 

6,683.4 
1,294.2 
1,000.7 

566.1 
1,045.2 

887.4 

$14,891.5 

521.9 
328.7 

1,237.8 
2,896.4 

1,925.4 
5,318.9 

7,244.3 

12,229.1 

12.5 

8.1 

2,807.1 
144.7 

2,662.4 

$14,891.5 

See summary of significant accounting policies and notes to consolidated financial statements. 

December 30, 
1989 

29.3 
3,079.6 

5,262-6 
725.7 

5,988.3 
1,320.8 
1,011.3 

509.8 
1,083.3 

768.0 

$13,790.4 

503.5 
350.6 

1,207.5 
2,564.4 

1,956.0 
4,661.3 

6,617.3 

11,243.3 

Shareholders' equity 
Capital stock: 

Preferred stock (15,000,000 shares authorized): 
$2.08 Cumulative Convertible Preferred Stock, Series A (Uquidation value 

$26-6) 
$1-40 Convertible Preferred Dividend Stock, Series B (preferred orUy as to 

dividends) 
Common stock, 12-5C par value (250,000,000 shares authorized; 90,621,000 and 

90,511,000 shares issued) 
Capital surplus 
Retained earnings 

Uneamed compensation related to employee stock ownership plan 
Other 

13-5 

8-2 

11.3 
644.6 

2,183.8 
(73.1) 
19.9 

11.3 
644.0 

1,989.2 
(93.0) 
23.3 

2,596.5 
49-4 

2,547.1 

$13,790-4 

Textron Inc. 
Consolidated Statement of Cash Flows 

for each of the three years in the period ended December 29, 1990 
(In miUions) 1990 

Cash flows from operating activities: 
Net income 
Adjustments to recondle net income to net cash provided by operating 

activities: 
Depredation and amortization 
Provision for losses on receivables 
Deferred income taxes 
Increase in insurance poUcy UabUities 
Amortization of insurance poUcy acquisition costs 
Gains on sales of investments 
Loss on early redemption of debt 
Changes in assets and UabiUties: 

Decrease (increase) in commerdal and U.S. Govemment receivables 
Decrease (increase) in inventories 
Additions to insurance poUcy acquisition costs 
Increase in other assets 
Increase (decrease) in accounts payable 
Decrease in income taxes payable 
Increase (decrease) in accrued UabiUties 
Increase in unearned insurance premiums and reserves for insurance 

losses and adjustment expenses 
Other - net 

$ 283.0 

21.1 
(7.2) 

Net cash provided by operating activities 777.2 

Cash flows from investing activities: 
Purchases of investments 
Proceeds from sales of investments 
Finance receivables originated or purchased 
Finance receivables repaid or sold 
CoUections on notes receivable 
Capital expenditures 
Proceeds from sales of property, plant and equipment 
Proceeds from sales of discontinued operations 

(779.1) 
560.2 

(3,746.9) 
2,956.2 

4.0 
(191.2) 

13.2 

Net cash used by investing activities (1,183.6) 

Cash flows from financing activities: 
Increase in short-term debt 
Proceeds from issuance of long-term debt 
Prindpal payments on long-term debt 
Receipts from interest sensitive insurance products 
Retum of account balances on interest sensitive insurance products 
Sale of Textron common stock to employee stock ownership plan 

209.3 
1,960.2 

(1,551.2) 
108.9 
(97.2) 

1989 

24-9 
(47.7) 

649-7 

(950-9) 
597.9 

(3,627.5) 
2,726-7 

9.6 
(240-2) 

13.3 
32.7 

169-0 
1,709-7 

(1,078.0) 
103.0 

(111.9) 
100.0 

Cash at end of year $ 66.4 

See summary of significant accounting policies and notes to consolidated financial statements. 

1988 

$ 259.2 $ 234.4 

220.0 
149.7 

(8.5) 
264.9 
126.1 

(2.5) 
-

(71.1) 
26.6 

(182.4) 
(73.9) 
26.3 
(9.1) 
14.2 

214.3 
119.5 
50-7 

224.0 
115.8 

(8-4) 
-

78.3 
(89.1) 

(182.5) 
(91.0) 
(22.7) 
(37.6) 
42.0 

204.7 
110.5 
28-7 

206.8 
106-9 
(11.0) 
15-6 

(59.9) 
(21.3) 

(171.3) 
(53.7) 
82.6 

(21.8) 
(71.5) 

12.9 

9.9 

602.5 

(840.1) 

539.6 

(3,232.9) 

2,490.2 

11.0 

(217.8) 

12.4 

34.8 

(1,438.4) (1,202.8) 

112.2 

1,324.1 

(687.4) 

95.6 

(79.2) 

Purchases of Textron common stock 
Dividends paid 

Net cash provided by finandng activities 
Effect of exchange rate changes on cash 

Net increase (decrease) in cash 
Cash at beginning of year 

(98.6) 
(88.4) 

443.0 
.5 

37.1 
29.3 

(89.4) 

802-4 

(•4) 

13.3 
16.0 

(105-5) 
(87.1) 

572.7 
1.1 

(26-5) 
42-5 

$ 29.3 $ 16.0 
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Textron Inc. 
Consolidated Statement of Changes in Shareholders' Equity 

For each of the three years 
in the period ended Deceinber 29, 1990 
(DoUars in miUions; shares in thousands) 

Capital stock 
Preferred 

$2.08 $1.40 Common 

Balance January 2,1988 
Conversion of preferred stock to common stock 
Purchases of cominon stock 
Exerdse of options 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock ($1.00 per share) 

$17.6 
(2.3) 

$ 8-7 
(-3) 

$11.2 
.1 

Balance December 31,1988 
Conversion of preferred stock to common stock 
Sale of common stock to employee stock ownership 

plan (ESOP) 
Issuance of common stock 
Prepayment of future employee benefits (ESOP) 
Shares aUocated to partidpants' accounts in the ESOP as 

the ESOP loan is repaid 
Exerdse of options 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock ($1.00 per share) 

15-3 
(1.8) 

8.4 
(-2) 

11.3 

Balance December 30,1989 
Conversion of preferred stock to common stock 
Purchases of common stock 
Shares aUocated to partidpants' accounts in the ESOP as 

the ESOP loan is repaid 
Pension UabiUty adjustment 
Exerdse of options 
Currency translation adjustment 
Marketable equity securities valuation adjustment 
Net income 
Dividends: 

Preferred stock 
Common stock ($1.00 per share) 

13.5 
(1.0) 

8.2 

(•1) 
11.3 

Balance December 29,1990 $12.5 $11.3 

'Shares issued at the end of 1987,1988,1989 and 1990 ivere as foUows (in 
thousands): $2.08 Preferred - 746; 650; 572 and 531 shares, respectively; 
$1.40 Preferred - 734; 707; 692 and 681 shares, respectively; Common -
90,051; 90,312; 90,511 and 90,621 shares, respectively. Treasury shares 

Capital 
surplus 

$624.0 
2-5 

(.2) 

626.3 
2.0 

16.3 
.1 

(•7) 

644.0 
1.1 

(-5) 

$644.6 

Retained 
eamings 

$1,672.1 

234.4 

(1.6) 
(85.5) 

1,819.4 

259.2 

(1.4) 
(88.0) 

1,989.2 

283-0 

(1.3) 
(87.1) 

$2,183-8 

at the end of 1987, 1988, 1989 and 1990 were as follows (in thousands): 
$2.08 Preferred - 69 shares at all such dates; $1.40 Preferred - 487 shares 
at all such dates; Common - 949; 5,356; 1,563 and 5,844 shares, 
respectively. 
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Unearned com- Marketable 
pensation related Pension Ciurency equity securities Cost of 
to employee stock liability translation valuation treasiuy 

ownership plan adjustment adjustment adjustment shares 

Shares outstanding*^ 
Preferred 

$ $ $ 4-8 

34-8 

$ .3 $ 31.5 

105.5 
(.9) 

$2.08 

677 
(96) 

$1.40 

247 
(27) 

39.6 

(100.0) 

7.0 

136-1 

(83-7) 
(.2) 

(2-8) 

581 
(78) 

220 
(15) 

(17.2) 

(93.0) 

19.9 

22.4 

(12.3) 
(3.3) 

10.5 
(1-6) 

$(73-1)* $ (12.3) $ 32.9 $ (.7) $144.7 462 194 

Common 

89,102 
260 

(4,443) 
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^'Represents prepayment of future employee benefits. See Note 8 to the consol
idated financial statements. 

''Common shares outstanding assuming full conversion of outstanding pre
ferred stock and exercise of stock options were 86,633 at December 29, 1990. 

See summary of significant accounting policies and notes to 
consolidated financial statements. 

84,956 
199 

3,653 
13 

127 

.9 
-
-

49.4 
-

98-6 

503 
(41) 

-

205 
(11) 

-

88,948 
110 

(4,424) 

143 

84,777*** 
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Textron Inc. 
Summary of Significant Accounting Policies 

Principles of consolidation 
The consoUdated finandal statements include the 
accounts of Textron and aU of its majority- and whoUy-
owned subsidiaries. AU significant intercompany trans
actions are eUminated. 

Textron consists of two borrowing groups — the 
Textron Parent Company Borrowing Group (comprised 
of aU entities of Textron other than its finance and insur
ance subsidiaries) and the finance and insurance subsidi
aries. To enhance the reader's understanding ofTextron's 
operations, Textron has presented in Note 17 separate 
finandal information for each of its two borrowing 
groups. 

Finance subsidiaries 
For consumer finance receivables, interest income is rec
ognized in revenues using the interest method so as to 
produce a constant rate of retum over the terms of the 
receivables. Accrual of interest income is suspended for 
accounts which are contractuaUy deUnquent by more 
than three payments. Subsequent interest income on 
these accounts is recognized when coUected. Direct loan 
origination costs are deferred and subsequentiy recog
nized as an adjustment to revenues over the contractual 
Uves ofthe respective loans. Unamortized amounts are 
recognized in revenues when loans are sold or paid 
mfuU. 

For commerdal finance receivables, interest income 
is recognized in revenues using the interest method. 
Accrual of interest income is suspended for accounts 
which are contractuaUy deUnquent by more than three 
months, unless coUection is not doubtful. In addition, 
detaUed reviews of commercial loans result in earUer sus
pension if coUection is doubtful. Accmal of interest is 
resumed when the loan becomes contractuaUy current, 
and suspended interest income is recognized at that time. 
Direct loan origination fees and costs on commerdal loans 
are deferred and amortized to revenue over the contrac
tual Uves of the respective loans using the interest 
method- Unamortized amounts are recognized in reve
nues when loans are sold or paid in fuU-

Finance receivables are written off when they are 
deemed uncoUectible, but in any event aU consumer loan 
accounts for which no payment has been received for six 
consecutive months (eight consecutive months prior to 
1990) are written off. Commerdal loans are written off 
when the related coUateral is repossessed or when no 
payment has been received for six consecutive months, 
unless management deems the loans coUectible. Provi
sions for losses on finance receivables are charged to 
income in such amounts as management beUeves to be 
adequate. 
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The net investment in finance leases consists of the sum 
of aU minimum lease payments and estimated residual 
values, less unearned income. The net investment in 
leveraged leases consists of the sum of aU lease payments 
(less the portion appUcable to prindpal and interest on 
non-recourse debt) plus estimated residual values, less 
unearned income. Uneamed income and investment 
tax credits are included in income over the terms of the 
related leases to produce a constant rate of retum on the 
net investment. 

Insurance subsidiaries 

Credit Life, Credit Disability and Casualty Insurance 
Unearned insurance premiums are deferred and subse
quently recognized in revenues over the lives of the poU
des (a) on the actuarial method for decreasing term credit 
Ufe insurance coverage and on the pro rata method for 
level term credit Ufe coverage, (b) in relation to anticipated 
claims for credit disabiUty insurance and (c) on the pro 
rata method for casualty insurance. The costs of acquiring 
new business (prindpaUy commissions and premium 
taxes) are deferred and subsequentiy amortized to 
expense in the same manner as the related premiums are 
taken into revenues. Antidpated investment income is 
considered in determining if a premium defidency relat
ing to short-term contracts exists. 

Non-cancellable Disability Income, Life and Group Insurance 
and Investment Products 
Non-canceUable disabiUty income insurance premiums 
are recognized in revenues when received; non-interest 
sensitive Ufe and group insurance premiums are recog
nized in revenues when due. 

Certain costs related directly to acquiring new non-
canceUable disabiUty income and non-interest sensitive 
Ufe business (prindpally commissions, selling, selection 
and poUcy issue expenses) are deferred and subsequentiy 
amortized to expense over the poUcies' premium paying 
periods in the proportion that annual premium revenues 
bear to total antidpated premium revenues. Amortization 
schedules are based on interest and withdrawal assump
tions consistent with those used to compute UabUities for 
future poUcy benefits. 

LiabiUties for future poUcy benefits are computed by 
the net level premium method based upon estimated 
future investment yield and Textron's experience on mor
taUty, morbidity, withdrawals and other assumptions 
which were appropriate at the time the poUdes were 
issued-

Revenues from investment products (primarUy invest
ment annuities) and interest sensitive Ufe products consist 
of poUcy charges for the cost of insurance, poUcy adminis
tration and surrenders that are assessed against poUcy-
holders' account balances. Earnings on poUcyholders' 
funds are included in investment income. Benefit reserves 
represent poUcyholders' account balances. Expenses con
sist of benefit claims in excess of poUcyholders' account 
balances and interest credited to poUcyholders' account 
balances. The costs of acquiring new business (prindpaUy 
commissions, seUing, selection and poUcy issue expenses) 
are deferred and subsequently amortized to expense over 
the Uves of the poUdes in the proportion that the present 
value of expected gross profits each year bears to the total 
present value of expected gross profits. 

Investments 
Investments in marketable equity securities are carried at 
market value. Investments in debt securities are generaUy 
held untU maturity and therefore are carried at amortized 
cost. UnreaUzed gains and losses, net of appUcable 
income taxes, resulting from fluctuations in the aggregate 
market value of marketable equity securities are reflected 
as an adjustment to shareholders' equity. Net reaUzed 
gains or losses resulting from sales of investments or from 
decUnes in market values of investments that are other 
than temporary are included in revenues. See Note 2 for 
further information about investments. 

Inventories 
Inventories are carried at the lower of cost or market. See 
Note 5 for further information about inventories. 

Long-term contracts and programs 
Sales under fixed-price contracts and programs are gener
aUy recorded as deUveries are made. Sales under cost 
reimbursement-type contracts are recorded as costs are 
incurred and fees are eamed. Profits expected to be real
ized on long-term contracts and programs are based on 
estimates of total sales value and costs at completion, 
which estimates are reviewed and revised periodicaUy 
throughout the Uves of the contracts and programs. 
Adjustments to profits resulting from such revisions to 
contracts are recorded in the accounting period in which 
the revisions are made. Revisions to program profits are 
recorded over the balance of the programs. Estimated 
losses ori contracts and programs are recorded when 
identified. See Notes 4 and 5 for further information 
about receivables and inventories related to long-term 
contracts and programs. 

Property, plant and equipment 
The cost of property, plant and equipment is being depre
dated based on the estimated useful Uves of the assets. 
See Note 6 for further information about property, plant 
and equipment. 

Goodwill 
GoodwiU related to Textron's manufacturing operations is 
being amortized on the straight-Une method prindpaUy 
over 40 years. Goodwill related to Textron's finance and 
insurance subsidiaries is being amortized on the straight-
Une method over 25 years. 

Income per common share 
Income per common share is based on average common 
shares outstanding during each year assuming fuU con
version of outstanding preferred stock and exerdse of 
stock options. Such average shares were 89,014,000 in 
1990; 88,999,000 in 1989 and 87,910,000 in 1988. 

Translation of foreign currencies and foreign exchange 
transactions 
Adjustments resulting from the translation of the finan
dal statements of most of Textron's foreign operations are 
excluded from the determination of its income and accu
mulated in a separate component of shareholders' equity 
until the entity is sold or substantially Uquidated-

Foreign exchange gains and losses included in income 
(which relate prindpaUy to transactions denominated 
in foreign currendes) in 1990,1989 and 1988 were not 
material. 

Textron enters into forward exchange contracts to mini
mize its currency exchange risk on foreign currency trans
actions. At December 29,1990, Textron and its finance 
subsidiaries had outstanding $113-4 miUion in contiacts to 
purchase/seU various currencies maturing through 1996-
WhUe Textron is exposed to credit loss for the periodic 
settlement of amounts due under such contracts in the 
event of nonperformance by the counterparties to the 
contracts, Textron does not antidpate nonperformance 
by any of those parties-

Gains and losses on forward exchange contracts which 
hedge exposures on firm foreign currency commitments 
to acquire assets are deferred and recognized as adjust
ments to the bases of those assets- Gains and losses on 
forward exchange contracts which hedge foreign cur
rency assets or UabUities are recognized in income as 
incurred. Such amounts effectively offset gains and losses 
on the foreign currency assets or UabiUties that are hedged. 
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Research and development 
Company funded research and development expendi
tures are charged to expense as incurred. See Note 11 for 
further information about research and development. 

Pension and other postemployment benefits 
See Note 12 for information about Textron's accounting 
poUdes for pension and other postemployment benefits. 

Interest rate agreements 
As part of managing its interest rate exposure on certain 
of its borrowings, Textron is a party to various interest 
rate agreements, including interest rate exchange agree
ments, caps and coUar agreements. While Textron is 
exposed to credit loss for the periodic settlement of 
amounts due under such agreements in the event of non
performance by the counterparties to the interest rate 
agreements, Textron does not antidpate nonperformance 
by any of those parties. 

Interest differentials to be paid or received are accmed 
and recognized in expense over the Uves of the agreements. 

Fees and expenses incurred to enter into any such 
agreements are deferred and subsequently amortized to 
expense over the terms of the agreements. Premiums 
paid to terminate any such agreements are deferred and 
subsequentiy amortized to expense over the original 
terms of the agreements. Upon early extinguishment of 
any of the underlying debt originaUy hedged, unamor
tized premiums are recognized as an adjustment to the 
gain or loss on such early extinguishment. 

Income taxes 
Income tax expense is calculated based on income before 
income taxes per the consoUdated finandal statements. 
Such expense differs from taxes currently payable 
because of timing differences in that certain income and 
expense items are reported in Textron's consoUdated 
statement of income in years different from those in 
which they are reported in Textron's income tax returns. 
Investment tax credits are accounted for under the defer
ral method for leasing operations. See Note 13 for further 
information about income taxes. 

Textron Inc. 
Notes to Consolidated Financial Statements 

1. Acquisition of Avdel pic 

In early 1989, Textron acquired Avdel pic, a fasterung sys
tems manufacturing business based in England, the total 
cost of which approximated $250 milUon. Avdel had net 
assets with a historical book value of approximately $40 
miUion at December 31,1988. In March 1989, the U.S. 
Federal Trade Commission (FTC) obtained a preUminary 
injunction from the U.S. District Court for the District of 
Columbia enjoining Textron from assuming or exerdsing 
any form of direction or control over the assets or opera
tions of Avdel untU a determination has been made as to 
whether the acquisition of Avdel by Textron would, as the 
FTC asserts, restrict competition in violation of Section 5 
of the FTC Act and Section 7 of the Clayton Act. As a 
result of the preUminary injunction and in accordance 
with generaUy accepted accounting prindples, Textron is 
precluded from consoUdating in its finandal statements 
the results of operations of Avdel and is therefore carry
ing its investment in Avdel at cost. 

A hearing before an FTC Administrative Law Judge, at 
which Textron is defending the acquisition of Avdel, 
began in Washington, D.C. in October 1990. A ruUng by 
the Administrative Law Judge is not expected before mid-
1991. The preUminary injunction of the U.S. District Court 
wUl remain in effect untU there is a final resolution to the 
Utigation. 

WhUe Textron's results of operations for 1990 and 1989 
do not include the results of Avdel, (a) they do include 
interest expense of $21 milUon and $22 miUion, respec
tively, on the borrowings related to the purchase of Avdel 
and (b) they include in 1990 $7 milUon of cash dividends 
received from Avdel. Avdel's sales and eamings before 
income taxes in 1990 (unaudited) were $163 miUion and 
$22 milUon, respectively. Avdel's sales were $149 miUion 
in 1989 and its eamings before income taxes were $23 mU
Uon. Such results do not reflect any purchase adjustments 
which would be requured as a result of Textion's acquisi
tion of Avdel, prindpally amortization of goodwiU. 

2. Investments 

December 29, 
(In miUions) 

Debt securities: 
Commerdal paper, at 

cost (approximates 
market) 

Bonds, at amortized cost 
(estimated market: 
$2,635.5 and $2,558.4) 

Marketable equity securi
ties, at market (cost: 
$35-9 and $40.1) 

First mortgages on real 
estate, at cost 

PoUcy loans and other 
investments, at cost 

1990 

$ 276.3 

2,682.7 

2,959.0 

35.3 

235.1 

118.7 

$3,348.1 

December 30, 
1989 

$ 152.6 

2,534.3 

2,686.9 

41.2 

255.3 

96.2 

$3,079.6 
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The amortized cost and estimated market value of 
debt securities at December 29,1990 are as follows: 

(In millions) 

Amortized 
cost 

Gross 
unreaUzed 

gains 

Gross 
unreaUzed 

losses 

Estimated 
market 

value 

U.S. Treasury securities and obUgations of other U.S. 
Govemment agencies and authorities 

ObUgations of states, munidpaUties and poUtical 
subdivisions 

ObUgations of foreign govemments and agendes 
PubUc utiUty securities 
Corporate securities 
Mortgage-backed securities* 

$ 38.2 

282.0 
154.0 
168.4 

1,720.6 
595.8 

$ 3.2 

3.3 
3.5 
4.3 

31.7 
31.2 

$ -4 $ 41.0 

9.9 
3.1 
5.1 

87.0 
18.9 

275.4 
154.4 
167.6 

1,665.3 
608.1 

$2,959.0 $77.2 $124.4 $2,911.8 

*A substantial portion of these securities is guaranteed bxj the U.S. Gov
ernmenl or U. S. Government agencies. 

The amortized cost and estimated market value of debt 
securities at December 29, 1990, by contractual mattirity, 
are presented below. Expected maturities wiU differ from 
contractual maturities because borrowers may have the 
right to caU or prepay obUgations with or without caU or 
prepayment penalties. 

(In millions) 

Due m 1991 
Due 1992 to 1995 
Due 1996 to 2000 
Due after 2000 

Amortized 
cost 

$ 381.8 
820.6 
940.9 
815.7 

$2,959.0 

Estimated 
market 

value 

$ 379.3 
810.6 
923.6 
798.3 

$2,911.8 
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Approximately 89% of investment income in 1990, 86% 
in 1989 and 83% in 1988 was attiibutable to interest on 
commerdal paper and bonds and 9% of investment 
income in 1990,10% in 1989 and 11% in 1988 was attribut
able to income derived from first mortgages on real estate. 

Proceeds from sales of debt securities (including secu
rities that are sold at maturity; excluding commerdal 
paper) during 1990 were $548.9 million. Gains and losses 
after income taxes reaUzed on those sales were $4.3 mU
Uon and $3.0 milUon, respectively. Net reaUzed gains and 
losses after income taxes resulting from sales of market
able equity securities were not material in 1990,1989 and 
1988. The cost of securities sold was determined primarUy 
on the spedfic identification method-

I 

3. Finance Receivables 

Contractual maturities of finance receivables outstanding 
at December 29,1990 and total finance receivables out
standing at December 29,1990 and December 30,1989 
were as foUows: 

(In millions) 

Consumer: 
Consumer loans 
Real estate loans 
RetaU instaUment contracts 
Other 

Commercial: 
Finance leases 
InstaUment contracts 
Real estate loans 
Leveraged leases 
Other 

Contractual maturities 

1991 

$1,270-8 
549.0 
352.3 
156.9 

2,329.0 

173.0 
184.5 
80.0 
5-6 

117.4 

560.5 

$2,889.5 

1992 

$ 862.0 
454.3 
167.7 
104.0 

1,588.0 

127.9 
135.1 
94.5 
6.1 

15.2 

378-8 

$1,966-8 

After 1992 

$ 667.7 
2,565.2 

162.5 
55-6 

3,451.0 

349.3 
260-6 
312-1 
480-0 

-9 

1,402.9 

$4,853-9 

Less 
finance 
charges 

$ 665.3 
1,785.2 

169.5 
205.1 

2,825.1 

168.7 
106-3 
42-4 

274-3 
-7 

592.4 

$3,417.5 

Finance receivables 
outstanding 

1990 

$2,135.2 
1,783.3 

513.0 
111.4 

4,542.9 

481.5 
473.9 
444.2 
217.4 
132.8 

1,749.8 

6,292.7 

1989 

$2,017.4 
1,399.6 

491.8 
98.7 

4,007.5 

529.4 
495-3 
309-7 
204-1 
110-0 

1,648-5 

5,656.0 

Less allowance for credit losses 
Less finance-related insurance 

reserves and claims 

176.0* 

227.2 

182.6 

210.8 

$5,889.5 $5,262.6 

*At December 29, 1990, Textron changed the maximum period a consumer 
loan could remain outstanding without receiving a payment before being 
written off from eight months to six months. The effect of this change was 

The maximum term over which consumer loans and 
retaU instaUment contiacts are written is 10 years, but 
approximately 90% of these loans are written with terms 
of four years or less. Consumer real estate loans are writ
ten with a maximum term of 15 years. Consumer loans 
are unsecured or secured by personal property and are in 
relatively small amounts. RetaU installment contracts are 
secured by personal property. Consumer real estate loans 
are secured by real property and are Umited to a maxi
mum of 85% of the property's appraised market value-

Finance leases have initial terms written generaUy up to 
12 years- Commerdal instaUment contracts have initial 
periods generally ranging from one to 10 years- Commer
dal real estate loans have initial periods generaUy ranging 
from three to five years. Leveraged leases have irutial 
terms written up to 31 years. Finance leases and instaU
ment contracts are secured by the financed equipment. 

to reduce the aUowance for credit losses (and finance receivables) by 
$33.9 miUion. 

the personal guarantee of the principals and, in some 
instances, by recourse arrangements with the originating 
vendor. Commerdal real estate loans are secured by real 
property and are generally Umited to a maximum of 85% 
of the property's appraised market value. Leveraged 
leases are secured by the ownership of the leased asset. 

Accounts are often repaid or refinanced prior to con-
tiactual maturity. Accordingly, the foregoing tabulation 
should not be regarded as a forecast of future cash collec
tions. During 1990 and 1989, cash coUections of receivables 
(excluding finance charges) were $2.9 biUion and $2.8 bU
Uon, respectively. The ratio of cash coUections to average 
net receivables was approximately 52% and 56%, respec
tively. At December 29,1990, the accrual of interest 
income was suspended on $112 milUon of finance 
receivables. 
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4. Long-term Contract Receivables 

Long-term contract receivables at December 29,1990 and 
December 30,1989 aggregated $217 miUion and $231 mU
Uon, respectively, including $68 mUUon and $95 miUion, 
respectively, of unbUled costs and accrued profits on 
long-term contiacts for which the contractual criteria for 
biUing had not yet been met. An estimated $41 milUon 
and $52 miUion, respectively, of the unbiUed costs are not 
expected to be coUected within one year. There are no sig
nificant amounts included in receivables which represent 
balances billed but unpaid under contractual retainage 
provisions or significant amounts subject to uncertainty. 

5. Inventories 

(/)) miUions) 

Finished goods 
Work in process 
Raw materials 

Less progress payments 

December 29, 
1990 

$ 240.0 
1,232.9 

184.3 

1,657.2 
363.0 

$1,294.2 

December 30, 
1989 

$ 245.9 
1,310.7 

181-5 

1,738-1 
417.3 

$1,320-8 

Inventories aggregating $504 mUUon at December 29, 
1990 and $581 mUUon at December 30,1989 were valued 
by the last-in, first-out (LIFO) method. (Had such LIFO 
inventories been valued at current costs, their carrying 
values would have been approximately $123 mUUon and 
$106 million higher at those respective dates.) The 
remaining inventories, other than those related to certain 
long-term contracts and programs, are valued generaUy 
by the first-in, first-out method. 

Inventories related to long-term contracts and pro
grams, net of progress payments, were $514 milUon at 
December 29, 1990 and $499 miUion at December 30,1989. 
Such inventories include unamortized tooUng, deferred 
leaming costs and costs related to unnegotiated, customer-
directed changes of approximately $121 miUion at Decem
ber 29,1990 and $150 milUon at December 30,1989. 
Textron expects to recover such amounts on the related 
contracts and programs. As to govemment contracts, 
inventory costs also generaUy include general and admin
istrative expenses ($41 mUUon at December 29,1990; $48 
miUion at December 30,1989). Costs attributed to units 
deUvered are based generally upon the estimated average 
cost per unit at contract or program completion. 

6. Property, Plant and Equipment 

(In millions) 

At cost: 
Land and buUdings 
Machinery and 

equipment 

Less accumulated 
depredation 

December 29, 
1990 

$ 507.6 

1,616.8 

2,124.4 

1,123.7 

$1,000.7 

December 30, 
1989 

$ 474.8 

1,539.9 

2,014.7 

1,003.4 

$1,011.3 

Depredation of property, plant and equipment was $179 
milUon in 1990, $174 miUion in 1989 and $165 miUion in 
1988, including depredation using accelerated 
methods of $62 miUion, $64 milUon and $64 miUion, 
respectively. 

7. Insurance Reserves and Claims 

December 29, December 30, 
(In miUions) 1990 1989 

Future poUcy benefits 
and claim UabUities 

Premium deposits and 
purchase payment funds 

Unearned insurance 
premiums 

Losses and adjustment 
expenses 

$1,673.9 

1,045.8 

118.6 

58.1 

$2,896.4 

$1,427.5 

968.4 

100.8 

67.7 

$2,564.4 

At December 29,1990 and December 30,1989, the UabUity 
for future poUcy benefits and claim UabiUties included 
71% and 68% for individual non-canceUable disabiUty 
income, 16% and 18% for individual Ufe, 9% and 9% for 
group products and 4% and 5% for individual investment 
products, respectively. 

The laws of many states in which Textron's insurance 
subsidiaries are admitted require as a condition of admis
sion that aU insurance companies so admitted coUectively 
guarantee to poUcyholders the solvency of other insur
ance companies admitted in the particular state. Textron's 
insurance subsidiaries have not been required to date to 
make any significant payments pursuant to such guaran
tees, and the amount of any such payments which may be 
required in the future cannot be predicted. 

8. Debt and Credit Facilities 

The Textion Parent Company Borrowing Group (com
prised of aU entities of Textron other than its finance and 
insurance subsidiaries) and Textron's finance and insur
ance subsidiaries are independent borrowers, and, 
accordingly, their debt is supported by their own respec
tive assets and cash flows. 

T 
At December 29,1990 and December 30,1989, 

consoUdated debt consisted of the foUowing: 

(In millions) 
December 29, December 30, 

1990 1989 

Textron Parent Company Borrowing Group: 
Senior: 
Borrowings under or supported by long-term credit faciUties* 
10.75% -11% Notes; due 1991 to 1998 
7.5% -9.25% Debenttires; due 1991 to 2016 
Medium-Term Notes, Series A, B and C; due 1991 to 2010 (average rate - 9.7%) 
Variable rate notes due 1997 to 2000 (average rate - 8.8%) 
ESOP loan guarantee; due 1991 to 1995 (average rate - 7.5%) 
Other notes (average rate - 9.8%) 

695.5 
116.1 
95.1 

378.5 
150.0 

75.8 
58.3 

$ 752.1 
216.0 
95.1 

351.9 
-

91.2 
72.3 

Total senior 

Subordinated: 
9.25% - 9.5% Subordinated Debenttires; due 2016 to 2017 
8.86% -11.75% Subordinated Notes; due 1995 to 1999 

Total subordinated 

Total Textron Parent Company Borrowing Group 

1,569.3 

246.2 
109.9 

356.1 

1,925.4 

1,578.6 

295-4 
82.0 

377-4 

1,956-0 

Finance and insurance subsidiaries: 
Senior: 
Borrowings under or supported by credit faciUties* 
7.94% - 9.94%; due 1991 to 2000 
10% -11.85%; due 1991 to 1996 
12.25% -13.94%; due 1991 to 1995 
14% -15.45%; due 1991 to 1994 
Variable rate notes due 1991 to 1995 

2,009.6 
1,322.6 

892.6 
546.4 
142.4 
160.0 

1,780.7 
1,023.5 

954.6 
219.9 
294.8 
60-0 

Total senior 5,073.6 4,333-5 

Senior subordinated: 
8.45% -8-8%; due 1991 to 1996 
11.75% -12.75%; due 1991 to 1994 
Subordinated bonds due 1996 (effective yield 11.6%) 

199.8 
14.2 
31.3 

100.0 
63-2 
31-3 

Total senior subordinated 

Junior subordinated: 
Zero coupon notes due 1990 (effective yield 13-6%) 

Total finance and insurance subsidiaries 

245.3 

_ 

5,318.9 

194.5 

133-3 

4,661.3 

Total debt $7,244.3 $6,617.3 

*The weighted average interest rates on these borrowings at December 29, 
1990, December30,1989and December31, 1988were8.4%, 8.9% and 
9.6%, respecfively, and the weighted average interest rates for the years 
1990,1989 and 1988 were 8.4%, 9.4% and 7.9%, respectively. 

*The weighted average interest rates on these borrowings at December 29, 
1990, December 30, 1989 and December 31, 1988 were 9.2%, 9.6% and 
10.0%, respectively, and the weighted average interest rates for the years 
1990,1989 and 1988 were 9.2%, 10.0% and 8.3%, respectively. 
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Required payments and sinking fund requirements 
during the next five years on debt outstanding at Decem
ber 29,1990 (excluding amounts that might become 

payable under credit fadUties and revolving credit agree
ments) are as foUows: 

(In miUions) 

Textron Parent Company Borrowing Group 
Finance and insurance subsidiaries 

1991 

$ 61-1 
734.7 

1992 

$140.1 
578.9 

1993 

$ 46-5 
851.7 

1994 

$ 93.5 
528.0 

1995 

$162.5 
200-3 

$795.8 $719.0 $898.2 $621.5 $362.8 

Cash payments for interest were as follows: 

(In millions) 1990 1989 1988 

Textton Parent 
Company Borrow
ing Group 

Finance and insur
ance subsidiaries 

$243.8 

507.5 

$751.3 

$218.6 

466.5 

$685-1 

$193.8 

378.5 

$572-3 

The Textron Parent Company Borrowing Group main
tains credit fadUties with various banks for borrowing 
funds on both a short- and a long-term basis. 

It has Unes of credit with certain banks, prindpaUy on 
an informal basis, totaUng $77 mUUon which are avaUable 
to it and are also partially avaUable ($34 milUon) to TFC. 

In 1990, the Textion Parent Company Borrowing 
Group reduced its $3.6 bilUon bank credit agreement with 
38 banks to $1.5 biUion, as such reduced credit fadUties 
wUl be more than suffident to meet Textton's operating 
needs and to finance antidpated growth. This credit fadl
ity is available on a revolving basis untU December 31, 
1992, after which date any outstanding loans wiU be paya
ble in eight equal semi-annual installments commencing 
six months thereafter. 

Borrowings under this credit faciUty are avaUable at the 
prime rate or at a surcharge over a certificate of deposit 
rate or the EurodoUar Rate. Borrowings may also be made 
at fixed rates of interest competitively offered by individ
ual banks. If the Textron Parent Company Borrowing 
Group's pubUc debt ratings were to faU below certain lev
els, additional interest would be payable based on the 
ratio of its debt to consoUdated net w^orth. Fees range 
from 1/8 to 3/8 of 1% per annum depending upon the 
Textton Parent Company Borrowing Group's pubUc debt 
ratings. 

The Textion Parent Company Borrowing Group's credit 
agreement contains provisions relating to its maximum 
aUowable debt levels and debt to consoUdated net worth 
ratios. In addition, it is required to maintain a minimum 
fixed charge coverage ratio and a minimum level of share
holders' equity. 

The Textion Parent Company Borrowing Group's credit 
fadUties not used or reserved as support for outstanding 
commerdal paper or bank borrowings at December 29, 
1990 were $878 milUon. 

In 1989, the Textton Savings Plan became an employee 
stock ownership plan. The Plan purchased from Textton 
3,652,969 shares of Textton common stock (which Textton 
had held in its tteasury) with the proceeds of a $100 mil
Uon bank loan to the Plan, the repayment of which is 
guaranteed by Textton. Since Textton guaranteed the 
repayment by the Plan of the bank loan, the Textton Par
ent Company Borrowing Group was required to record 
the bank loan as debt with the offsetting charge (repre
senting, effectively, Textton's prepayment of future 
employee benefits) recorded as a reduction of sharehold
ers' equity. As the loan is repaid, shares of Textton com
mon stock are released for allocation to the accounts of 
partidpants and the appropriate portion of the prepay
ment of future employee benefits is expensed-

Textton's finance subsidiaries — Avco Finandal Serv
ices (AFS) and Textton Finandal Corporation (TFC) — 
have Unes of credit with various banks aggregating $2.5 
biUion, of which $1.5 bUUon relates to long-term loans. 
Lines of credit not used or reserved as support for com
mercial paper and bank borrowings amounted to $1.1 bU
Uon, of which $228 miUion related to long-term loans. In 
support of these Unes, AFS and TFC generaUy pay fees 
and/or maintain compensating balances. 

Under operating agreements between Textton and 
TFC, Textton has made avaUable to TFC a Une of credit of 
up to $60 miUion for junior subordinated borrowings at 
the prime rate and Textton has agreed to lend to TFC, 
interest free, an amount not to exceed the deferred 
income tax UabiUty of Textton attributable to the manu
facturing profit deferred on products manufactured by 
Textton and financed by TFC-

Textton has also agreed to cause TFC's pre-tax income 
avaUable for fixed charges to be not less than 125% of its 
fixed charges- No related payments were required for 
1990,1989 or 1988. 
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Under interest rate exchange agreements, Textton and 
its finance subsidiaries make periodic fixed payments in 
exchange for periodic variable payments. Textton and its 
finance subsidiaries have entered into such agreements 

to mitigate their exposure to increases in interest rates on 
certain of their variable rate debt. These agreements had 
the effect of fixing the rate of interest on variable interest 
rate borrowings as foUows: 

Interest rate exchange agreements 

(In millions) 

Textton Parent Company Borrowing Group 
(expu-e through 2004) 

Finance subsidiaries (expire through 1999) 

December 29,1990 

Notional 
amount 

$ 381.4 
772.0 

Weighted 
average 

interest rate 

9.02% 
10.24% 

December 30,1989 

Notional 
amount 

$313.1 
407.8 

Weighted 
average 

interest rate 

9.51% 
10.50% 

$1,153.4 9.84% $720.9 10.10% 

In 1990, Textton sold interest rate swaptions covering 
$150 miUion of borrowings. These swaptions give the 
counterparties the right to have Textton make periodic 
fixed payments in exchange for periodic variable pay
ments. Swaptions covering $125 milUon of borrowings 
were exerdsed by counterparties in 1990. Swaptions out
standing at December 29,1990, covering $75 milUon of 
variable rate borrowings, may be exerdsed by the coun
terparties through November 4,1991. 

Textton and its finance subsidiaries have entered into 
interest rate cap agreements to Umit their exposure to 
increasing interest rates by providing for payments to 
Textton in the event that interest rates exceed specified 
levels. These agreements had the effect of capping 
Textton's interest rates as foUows: 

Interest rate cap agreements 

(In millions) 

Textton Parent Company Borrowing Group 
(expu-e through 1992) 

Finance subsidiaries (expire through 1991) 

December 29,1990 

Notional 
amount 

$150.0 
25.0 

Weighted 
average 

interest rate 

9.88% 
8.99% 

December 30,1989 

Notional 
amount 

$240.0 
45.0 

Weighted 
average 

mterest rate 

10.85% 
10-07% 

$175.0 9.76% $285.0 10.73% 

AFS has entered into certain agreements, which expire 
through 1993, whereby it wUl receive payments if interest 
rates exceed specified levels and wUl make payments if 
interest rates decUne below spedfied levels, with respect 
to approximately $160 miUion and $147 milUon of borrow
ings at December 31,1990 and 1989, respectively. In addi
tion, AFS expects to replace fixed rate long-term debt 
maturing in 1991 and thereafter with variable rate short-
term debt, and in contemplation of doing so has entered 
into interest rate exchange agreements which wUl have 
the effect of fixing the rate of interest at approximately 
9.93% on $46 milUon of such variable rate debt. 

In 1988, Textton purchased an aggregate of approxi
mately $130 milUon of its high interest rate debt, resulting 
in an exttaordinary loss, net of income taxes, of $9.7 
milUon. '. 

The amount of the net assets of Textton's finance and 
insurance subsidiaries avaUable for cash dividends and 
other payments to the Textton Parent Company Borrow

ing Group is restricted by the terms of lending agree
ments and insurance statutory requirements. As of 
December 29,1990, approximately $121 milUon of theur 
net assets of $1.7 biUion was avaUable to be ttansferred to 
the Textton Parent Company Borrowing Group pursuant 
to these resttictions. The long-term notes, debentures and 
loan agreements of AFS and TFC also contain various 
resttictive provisions regarding additional debt, the crea
tion of Uens or guarantees and the making of investments. 

9. Shareholders' Equity 

Preferred stock 
Each share of $2.08 Preferred Stock ($23.63 approximate 
stated value) is convertible into 2.2 shares of common 
stock and is redeemable by Textton at $50 per share. In 
the event of involuntary Uquidation, preferred sharehold
ers would be entitied to $50 per share and accrued divi
dends. In the event of voluntary Uquidation, shareholders 
would be entitled to $50 per share-
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Each share of $1.40 Preferred Dividend Stock ($11.82 
approximate stated value) is convertible into 1.8 shares of 
common stock and is redeemable by Textton at $45 per 
share. In the event of Uquidation, holders of each share of 
such stock would receive accrued dividends and there
after share ratably on a converted basis with holders of 
common stock, subject to the prior rights of the $2.08 
Preferred Stock. 

Preferred stock purchase rights 
One-half Preferred Stock Purchase Right (Right) is 
attached to each outstanding share of common stock-
Each whole Right wiU entitle the holder to buy one unit of 
Series C Junior Partidpating Preferred Stock at an exerdse 
price of $175, subject to adjustment. The Rights wiU be 
exerdsable only if a person or group becomes the benefi
dal owner of 20% or more of Textton's common stock or 
commences a tender or exchange offer which would 
result in the offeror benefidaUy owning 30% or more of 
Textton's common stock or if the Board of Directors 
declares any person to be an "Adverse Person" (as 
defined). Upon the occurrence of certain defined events 
after the Rights become exerdsable, each holder of a 
whole Right wiU be entitled to purchase Textton common 
stock having a value of twice the exerdse price. SimUarly, 
if Textton is involved in a merger or other business combi
nation with another person in which its common stock 
is changed or converted, or if a sale of 50% or more of 
Textton's assets or eamings power is made to another 
person, each holder of a whole Right wiU be entitled to 
purchase common stock of such other person having a 

value of twice the exerdse price. The Rights expire on 
March 20,1996 and may generaUy be redeemed by 
Textton at a price of $.05 per whole Right at any time 
prior to ten business days (as such period may be 
extended) after a pubUc announcement of the existence of 
a 20% holder. The Rights may not be redeemed if the 
independent directors have previously detennined a per
son to be an Adverse Person. 

Stock options and performance units 
In April 1990, Textton's shareholders approved the adop
tion of the 1990 Long-Term Incentive Plan, which author
izes the granting of awards to key employees through 
December 31,1994 in either or both of the foUowing 
forms: (a) performance units and (b) options to purchase 
Textton common stock. 

Performance unit awards entitle redpients to payments 
upon the attainment of performance targets estabUshed 
at the time such awards are granted or if otherwise 
approved by a committee of the Board of Directors. Such 
payments wiU be in cash, shares of common stock, or a 
combination thereof, as detemuned by such committee. 

The Plan provides for both incentive stock options 
and non-quaUfied stock options and requires that such 
options be exerdsable at a purchase price per share not 
less than the fair market value of Textton common stock 
at the date of grant and in the case of incentive stock 
options within ten years. The total number of shares of 
common stock for which options may be granted under 
the Plan is 5,000,000. 

Option activity 
Stock option ttansactions in 1990,1989 and 1988 
are summarized as foUows: 

1990 1989 1988 

Shares under option at beginning of year (at average prices of $23.99 in 
1990; $23-59 m 1989 and $23-26 m 1988) 

Options granted (at average prices of $25-86 in 1990; $24-25 m 1989 and 
$24-44 in 1988) 

Options exerdsed (at average prices of $19.41 m 1990; $18.54 in 1989 and 
$17.08 in 1988) 

Options canceled (at average prices of $25.52 in 1990; $24.90 in 1989 and 
$25.58 m 1988) 

3,390,117 

949,275 

(144,440)* 

(185,243)* 

2,689,153 

913,275 

(160,919) 

(51,392) 

2,040,273 

812,500 

(37,558) 

(126,062) 

Shares under option at end of year (at average prices of $24.53 in 1990; 
$23.99 in 1989 and $23.59 in 1988) 4,009,709 3,390,117* 2,689,153* 

Shares exerdsable at end of year (at average prices of $23.97 in 1990; 
$23.79 in 1989 and $23.73 in 1988) 2,623,464 2,081,791 1,435,539 

'Granted under plans which expired prior to 1990. 
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Reserved shares 
Shares of common stock reserved at December 29,1990 
were as foUows: 

$2.08 Cumulative Convertible 
Preferred Stock, Series A* 

$1.40 Convertible Preferred 
Dividend Stock, Series B* 

Options granted to employees 

1,167,525 

1,225,357 
4,009,709 

6,402,591 

'Includes shares issuable upon conversion of shares of preferred stock held 
as treasury shares. 

10. Leases 

Rental expense for leased real estate, office locations, and 
machinery and equipment was approximately $118 mil
Uon, $116 mUUon and $113 mUUon in 1990,1989 and 1988, 
respectively. Future minimum rental conunitments for all 
noncanceUable operating leases in effect at December 29, 
1990 approximated $73 mUUon for 1991, $58 mUUon for 
1992, $46 mUUon for 1993, $36 mUUon for 1994, $22 mUUon 
for 1995 and $133 mUUon thereafter. 

11 . Resea rch a n d D e v e l o p m e n t 

Textton performs research and development under both 
company initiated programs and conttacts with others, 
primarUy the U.S. Govemment. Company initiated pro
grams include research and development for commerdal 
products and independent research and development 
related to government products and services. A signifi
cant portion of the cost incurred for independent research 
and development is recoverable from the U.S. Govern
ment through overhead cost aUowances. 

Company funded research and development, as indi
cated below, includes amounts charged to income with 
respect to (a) company initiated programs and (b) cost 
sharing portions of, and any losses incurred on, customer 
initiated programs. 

(In millions) 1990 1989 1988 

Company funded 
Customer funded 

$199 
323 

$202 
343 

$168 
457 

Total research and 
development $522 $545 $625 

12. Pension and Other Postemployment Benefits 

Textton and certain of its subsidiaries have a number of 
defined benefit pension plans covering substantiaUy aU of 
their employees. Benefits under salaried plans are based 
on salary and years of service, whUe benefits under 
hourly plans generaUy are based on negotiated amounts 
and years of service. Textton's funding poUcy is consistent 
with the funding requirements of federal law and regula
tions- Plan assets consist prindpaUy of corporate and gov
emment bonds and common stocks-

Textton's major pension plans provide, among other 
things and subject to certain conditions, that in the event 
of plan tennination or withdrawal of assets without a ter
mination within three years foUowing a change in conttol 
(as defined in the plans), assets in excess of tennination 
UabiUties shaU be appUed to increase the benefits of partic
ipants who are active employees immediately before the 
change in conttol. AdditionaUy, in the event of any plan 
merger, consoUdation or ttansfer within such three-year 
period, the accmed benefit of each such affected partid-
pant and benefidary must be vested, increased as pro
vided by the terms of the plans, and satisfied by the 
purchase of a guaranteed annuity conttact. 

Pension cost in 1990, 1989 and 1988 includes the foUow
ing components: 

(In miUions) 1990 1989 1988 

Service cost -
benefits eamed 
during the year 

Interest cost on pro
jected benefit 
obUgation 

Actual retum on plan 
assets 

Amortization of 
unrecognized tian
sition net asset 

Net amortization and 
defenal of actuarial 
gains/(losses) 

Net pension cost 

$ 57.5 

153.6 

4.2 

(15.8) 

(188.2) 

$ 11.3 

$ 52.2 

147.7 

(296-5) 

(15.8) 

119.6 

$ 7.2 

$ 50.3 

131.4 

(210.3) 

(15.8) 

49.8 

$ 5.4 
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The foUowing table sets forth the funded status of 
Textton's pension plans at December 29,1990 and 
December 30,1989. 

December 29,1990 December 30,1989 

(In miUions) 

Assets Accumulated 
exceed benefits 

accumulated exceed 
benefits assets 

Assets Accumulated 
exceed benefits 

accumulated exceed 
benefits assets 

Actuarial present value of: 
Vested benefit obUgation 
Nonvested benefit obUgation 

Accumulated benefit obUgation 
Additional amounts related to projected pay 

increases 

Projected benefit obUgation 
Plan assets at fair value 

$1,059.2 
34.6 

1,093.8 

220.7 

1,314.5 
1,649.6 

$754.9 
59.0 

813.9 

6.1 

820.0 
681.1 

$1,410-0 
71.6 

1,481-6 

228-1 

1,709.7 
2,206.4 

$298.5 
30.7 

329.2 

8.2 

337.4 
250.3 

Plan assets in excess of/(less than) projected 
benefit obUgation 

Unrecognized net actuarial (gains)/losses 
Unrecognized prior service cost 
Unrecognized ttansition (net asset)/ 

net obUgation 
Adjustment required to recognize minimum 

UabiUty 

335.1 
3.3 
8.2 

249.6) 

_ 

(138.9) 
17.4 
63.3 

11.3 

(86.0)* 

496.7 
(153.6) 

25.0 

(283.9) 

_ 

(87.1) 
(8.6) 
21.7 

27.5 

(35.0) 

Net pension asset (UabiUty) recogruzed on the 
consoUdated balance sheet $ 97.0 $(132.9) $ 84.2 $(81.5) 

'The adjustment required to recognize the minimum liability is equal to the 
excess ofthe accumulated benefit obligation over plan assets. A corre
sponding amount is recognized as either an intangible asset or a reduction 
of shareholders' equity. Because the intangible asset that is recognized 

Major assumptions used in the accounting for the 
defined benefit pension plans are shown in the foUowing 
table. Net pension cost is detennined using these factors 

may not exceed the amount of unrecognized prior service cost, the balance 
of $19.9 million, net of income tax benefits of $7.6 million, is reported as 
a separate reduction of shareholders' equity at December 29,1990. 

as of the end of the prior year; the funded status of the 
plans uses only the discount rate and rate of compensa
tion increase as of the end of the current year. 

December 29, December 30, December 31, January 2, 
1990 1989 1988 1988 

Discount rate 
Weighted average long-term rate of 

compensation increase 
Long-term rate of return on plan assets 

8.25% 

6.00% 
9.00% 

8.25% 

6.00% 
9.00% 

8.75% 

6.25% 
9.00% 

9.00% 

6.00% 
9.00% 

Textton and certain of its subsidiaries also have several 
defined conttibution savings and other retirement plans, 
including the employee stock ownership plan, covering 
both salaried and hourly employees. EUgible employees 
who partidpate in certain of these plans receive, within 
certain Umits, matching Textton contributions. Costs 
relating to these plans, which are generaUy funded as 
accmed, amounted to approximately $38 miUion, $34 mU
Uon and $35 mUUon for 1990,1989 and 1988, respectively, 
of which $25 milUon, $23 miUion and $25 milUon related to 
the employee stock ownership plan for 1990,1989 and 
1988, respectively

in addition, Textton provides certain health care and 
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Ufe insurance benefits for certain retired employees. EUgi-
biUty for these benefits is restricted to the particular bene
fit plans at the particular locations offering retiree 
benefits- These benefits and simUar benefits for active 
employees are administered by insurance comparues or 
other carriers who determine premiums for insured plans 
and expected costs to be paid during the year under self-
insured plans. Textton recognizes the cost of providing 
these benefits by expensing the premiums and costs as 
incurred- Such costs were approximately $236 miUion, 
$207 mUUon and $195 mUUon for 1990,1989 and 1988, 
respectively. The cost of providing these benefits for 
approximately 15,800 retirees receiving such benefits is 

Ji 

not separately identifiable from the costs of providing 
such benefits for the 54,000, 58,000 and 60,000 active 
employees in 1990,1989 and 1988, respectively. 

FAS 106 - Employers' Accounting for Postretirement 
Benefits Other Than Pensions 
In December 1990, the Financial Accounting Standards 
Board issued Statement of Finandal Accounting Stan
dards No. 106, "Employers' Accounting for Postietire-
ment Benefits Other Than Pensions" (FAS 106), which is 
required to be implemented by Textton by the beginrung 
of 1993. 

When implemented, FAS 106 wiU require Textton to 

recognize the cost of providing posttetirement benefits 
other than pensions using the accrual method of account
ing. Cunently, Textton expenses such costs as paid. 
In the year of adoption of FAS 106, the ttansition obU
gation may be recognized immediately or amortized over 
20 years. 

Textton is currently studying its postteturement benefit 
plans and the impact of FAS 106 on its consoUdated finan
dal statements. Although the study is not yet complete 
and is dependent on the benefit plans in place in the year 
of adoption, the impact of FAS 106 on Textton's consoU
dated financial statements is expected to be significant. 

13. Income Taxes 

Textton fUes a consoUdated federal income tax return 
which includes aU U.S. subsidiaries except the Ufe insur
ance subsidiaries- Separate retums are filed for Textion's 
life insurance subsidiaries, as weU as Textton's foreign 
subsidiaries. 

DetaUs of income before income taxes, income taxes 
and the defened mcome tax effects of timing differences 
are summarized as foUows: 

(In miUions) 1990 

Income before income taxes: 
United States 
Foreign 

$337.9 
121.3 

Total $459.2 

Income taxes: 
Before exttaordinary losses 
Exttaordinary losses 

$176.2 

Total $176.2 

Current: 
Federal 
State 
Foreign 

$121.3 
26.2 
37.2 

184.7 

Deferred: 
Federal 
State 
Foreign 

(16.0) 
2.9 
4.6 

(8.5) 

Total $176.2 

Deferred income tax effects of timing differences: 
Additional depreciation for tax purposes $ 3.6 
Inventory valuation and long-term contiact amounts 1.0 
Finance subsidiary ttansactions - prindpaUy leasing 8.5 
AUowance for bad debts (11.4) 
Insurance poUcy acquisition costs 15.9 
LiabiUties for future poUcy benefits (5.4) 
Other - principaUy timing of expense deductions (20.7) 

Total $ (8.5) 

1989 

$304.1 
106.2 

$410.3 

$141.6 
(5.5) 

$136.1 

$ 25.6 
29.2 
30.6 

85.4 

52.7 
(2.0) 

50.7 

$136.1 

; 8.4 
7.9 

27.0 
(12.1) 
20-1 

2.8 
(3.4) 

$ 50.7 

1988 

$329.9 
103-4 

$433.3 

$161.2 
(20.3) 

$140.9 

$ 42.6 
27.7 
41.9 

112.2 

31.3 
(1.5) 
(1.1) 

28.7 

$140.9 

2-5 
{7.7) 
28.6 
(9-8) 
19-4 
(3.4) 

(•9) 

$ 28.7 
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FoUowing is a recondUation of the federal statutory 
income tax rate to the effective income tax rate as reflected 
in the consoUdated statement of income: 

1990 1989 1988 

Federal statutory income tax rate 
Increase (decrease) in taxes resultmg from: 

State income taxes, net of federal tax benefit 
Amortization of goodwiU 
Foreign Sales Corporation benefit 
Higher tax on foreign income 
Nontaxable investment income 
Tax credits 
Other - net 

34.0% 34.0% 34.0% 

4.2 
2.8 

(1.5) 
1.5 
(.8) 
(.2) 

(1.6) 

4.5 
3.2 

(1.9) 
1.0 

(1.1) 
(1.8) 
(3.4) 

4.1 
2.9 
(1.9) 
1.9 

(1.1) 
(.3) 

(2.4) 

Effective income tax rate 38.4% 34.5% 37-2% 

Cash payments for income taxes were $185 milUon, 
$100 miUion and $117 mUUon m 1990,1989 and 1988, 
respectively. 

Deferred income taxes have not been provided for the 
undistributed eamings of foreign subsidiaries which 
aggregated approximately $257 miUion at December 29, 
1990. Managemenf s intention is to reinvest such 
undistributed eamings outside the United States for an 
indefirute period, except for distributions upon which 
incremental U.S. income taxes would not be material. 

At December 29,1990, consoUdated shareholders' 
equity included $105 million of U.S. Ufe insurance subsidi
aries' poUcyholders' surplus for fuiandal reporting pur
poses on which no income taxes have been provided. 
Under present circumstances it is not antidpated that any 
of these earnings wUl become taxable. 

FAS 96 — Accounting for Income Taxes 
In 1987, the Finandal Accounting Standards Board (FASB) 
issued Statement of Finandal Accounting Standards No. 
96, "Accounting for Income Taxes" (FAS 96), which is 
required to be implemented by Textton no later than the 
beginning of 1992. Adoption of FAS 96 may be made by 
either a restatement of prior years' finandal statements or 
a cumulative effect charge to income in the year of 
adoption. 

As originaUy issued, FAS 96 would require Textton to 
modify its income tax accounting so that deferred taxes 
are stated at prevaiUng rates. In addition, FAS 96 would 
estabUsh more resttictive criteria for the recognition of 
deferred tax assets and would significantly modify the 
accounting for income taxes in purchase business combi
nations. However, the FASB is considering requests to 
amend FAS 96 so as to (a) permit the recognition of 
defened tax assets in certain circumstances, (b) reduce the 
complexities of FAS 96 and (c) delay the implementation 
date of FAS 96. 

Textton is continuing to study the impact of FAS 96 
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(including consideration of possible amendments to FAS 
96) on its consoUdated finandal statements. Although the 
study is not yet complete, adoption of this statement as 
originaUy issued could possibly reduce shareholders' 
equity by an amount up to $150 miUion. The effect of cer
tain amendments being considered by the FASB would 
likely be to reduce this impact, possibly significantly. 

14. Arbitration 

Arbitration concerning terminated coproduction agreement 
Since 1979, Textton has been engaged in arbittation in 
Switzerland with the Govemment of Iran conceming 
conflicting claims and counterclaims arising out of a 1975 
heUcopter coproduction agreement between its BeU HeU
copter Division and the Govemment of Iran. The conttact 
was terminated in 1978 and the arbittation started ui 1979. 
WhUe both factual and legal issues remain outstanding, 
an interim dedsion of the arbittator handed down in 1989 
indicated that at the conclusion of the arbittation BeU wUl 
incur costs assodated with the arbittation estimated to be 
not less than $15.0 miUion, which was reported in 1989 as 
an exttaordinary loss, net of income taxes, of $9.5 miUion 
($.11 per share). Management beUeves that such addi
tional UabUities, as may result from final resolution of this 
matter, wiU not be material to Textton's finandal 
condition. 

Arbitration concerning former line of business 
An insurance subsidiary of AFS partidpated in fronting 
programs with other insurance companies, which pro
grams were discontinued prior to December 31,1985. A 
dispute relating to one of these programs was heard by 
arbittators in 1988 and, based on the arbittators' subse
quent rulings, AFS recorded an after-tax loss of $28.0 
miUion ($.32 per Textton share) as an exttaordinary 
item m 1988. 
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15. Contingencies 

There are pending or threatened against Textton and its 
subsidiaries lawsuits and other proceedings, including 
the proceedings described in Notes 1 and 14, some of 
which aUege violations of federal government procure
ment regulations, involve environmental matters, or are 
or purport to be class actions. Among these suits and pro
ceedings are some which seek compensatory, tteble or 
purutive damages in substantial amounts; fines, penalties 
or restitution; the cleanup of aUegedly hazardous wastes; 
or, under federal govemment procurement regulations, 
could result in suspension or debarment of Textton or 
its subsidiaries from U.S. Govemment conttacting for a 

period of time. These suits and proceedings are being 
defended or contested on behalf of Textton and its subsid
iaries. On the basis of information presently avaUable, 
Textton beUeves that any such UabiUty or the impact of 
the appUcation of relevant govemment regulations would 
not have a material effect on Textton's finandal condition. 

16. Selected Financial Information by Business 
Segment and Geographic Area 

Presented below and on page 29 of this report is selected 
finandal information by business segment and geographic 
area for Textton. 

Selected Financial Information by Business Segment 
For a description of the businesses comprising each segment, 
see pages 63 to 65 ofthis report. 

Business Segments 

(In millions) 

Aerospace Technology: 
HeUcopters 
Propulsion 
Systems 

Identifiable assets 

1990 

$ 612 
1,372 

871 

1989 1988 

$ 645 $ 632 
1,292 1,310 

850 855 

Capital e 

1990 

$ 24 
36 
35 

xpenditures 

1989 1988 

$ 31 $ 38 
49 39 
37 43 

Depreciation 

1990 1989 1988 

$ 26 $ 27 $ 27 
35 36 36 
42 41 40 

Commercial Products 

Financial Services: 
Fmance and related insurance 
Other insurance 

Corporate 
EUminations 

2,855 

945 

6,506 
4,069 

10,575 

537 
(21) 

2,787 

959 

5,840 
3,738 

9,578 

492 
(26) 

2,797 

930 

5,148 
3,466 

8,614 

256 
(43) 

95 

72 

16 
7 

23 

1 

117 

91 

22 
8 

30 

2 

120 

68 

16 
11 

27 

5 

103 

53 

14 
5 

19 

4 

104 

48 

12 
6 

18 

4 

103 

42 

10 
5 

15 

5 

$14,891 $13,790 $12,554 $191 $240 $220 $179 $174 $165 
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Selected Financial Information by Geographic Area 

Geographic Areas 

(In millions) 

Revenues 

1990 1989 1988 

Revenues and income by origin: 
United States 
Canada 
Asia/Padfic 
Westem Europe 

$6,836 $6,550 $6,543 
692 577 434 
216 171 173 
171 133 129 

$7,915 $7,431 $7,279 

Corporate expenses and other - net 
Interest expense - net 

Income before income taxes 

Destination of U.S. exports: 

Westem Europe 
Canada 
Asia/Padfic 
Middle East 
South America 
Other locations 

Identifiable assets by location: 

United States 
Canada 
Asia/Padfic 
Westem Europe 
Corporate 
EUminations 

Notes: 
(i) Corporate assets in 1990 and 1989 include the investment in Avdel. 

(ii) Rei'enues by geographic area exclude investment income of the 
Textron Parent Company Borrowing Group, 
(iii) Rei'enues include sales to the U.S. Government of $1.9 biUion, 
$1.7 billion and $2.1 billion in 1990,1989andl988, respectively. 

maasaarnxsi 

Income 

1990 1989 1988 

$ 666 $ 
68 
31 
24 

789 

(74) 
(256) 

628 $ 
62 
27 
15 

732 

(69) 
(253) 

612 
44 
33 
18 

707 

(71) 
(203) 

$ 459 $ 410 $ 433 

Export sales 

1990 

$ 458 S 
232 
225 

61 
38 
89 

1989 

i 347 S 
213 
467 

69 
40 
74 

1988 

t 329 
155 
401 
145 
41 
56 

$ 1,103 $ 1,210 $ 1,127 

Identifiable assets 

1990 

$11,831 
1,615 

514 
450 
537 
(56) 

1989 

$11,178 
1,401 

455 
313 
492 
(49) 

1988 

$10,303 
1,286 

453 
315 
256 
(59) 

$14,891 $13,790 $12,554 

(iv) Revenues between geographic areas, predominantly revenues of U.S. 
divisions, were approximately 4%, 2% and 2% of total revenues in 1990, 
1989 and 1988, respectively. 

(v) Assets in foreign locations principally relate to the Financial Services 
segments. 
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17. Financial Infomiation by Borrowing Group 

Textton consists of two bonowing groups — the Textton 
Parent Company Bonowing Group and the finance and 
insurance subsidiaries. 

This framework is designed to enhance the borrowing 
power of the total company by separating bonowing ori
ented units of a spedaUzed business nature such as finan
dal services-

The Textton Parent Company Bonowing Group is 
comprised of aU entities of Textton other than its 

finance and insurance subsidiaries. The finandal state
ments of this group as set forth below reflect Textton's 
investments in its finance and insurance subsidiaries on 
the equity basis. Its sources of cash flow include divi
dends paid by the finance and insurance subsidiaries, as 
weU as cash generated by other operating units. 

The finance and insurance subsidiaries finance their 
respective operations by bonowing from their own group 
of extemal creditors. 

Financial Information for the 
Textron Parent Company Borrowing Group 

Statement of Income 
For each of the three years in the period ended December 29,1990 
(In miUions) 1990 1989 1988 

Revenues $5,473.2 $5,282.1 $5,348.8 

Costs and expenses: 
Cost of sales 
SeUing and administtative 
Interest expense 

Net income 

4,370.1 
677.3 
258.5 

4,202.8 
666.1 
263.1 

4,307.9 
627.6 
208-5 

Total costs and expenses 

Equity in pre-tax income of finance and insurance subsidiaries 

Income before income taxes 
Income taxes 

Income before extraordinary losses 
Exttaordinary losses, net of income taxes 

5,305.9 

167.3 
291.9 

459.2 
176.2 

283.0 

5,132.0 

150.1 
260.2 

410.3 
141.6 

268-7 
(9-5) 

5,144.0 

204.8 
228.5 

433.3 
161.2 

272-1 
(37-7) 

$ 283.0 $ 259.2 $ 234.4 

Balance Sheet 
(In millions) 

December 29, December 30, 
1990 1989 

Assets 
Cash 
Receivables - net 
Inventories 
Investments in finance and insurance subsidiaries 
Property, plant and equipment - net 
GoodwiU, less accumulated amortization of $91.7 and $72.2 
Other assets 

32.5 
786.3 

1,294.2 
1,729.7 

877.0 
690.1 
608.6 

$ 3.7 
720.8 

1,320.8 
1,731.7 

895.4 
709.6 
564.4 

Total assets $6,018.4 $5,946.4 

Liabilities and shareholders' equity 
Accounts payable, income taxes and accrued UabUities 
Debt 
Shareholders' equity 

$1,430.6 
1,925.4 
2,662.4 

$1,443.3 
1,956-0 
2,547.1 

Total UabUities and shareholders' equity $6,018.4 $5,946.4 
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Financial Information for the 
Textron Parent Company Borrowing Group (continued) 

Sta t emen t of C a s h F lows 
For each of the three years in the period ended December 29,1990 
(In millions) 

Cash flows from operating activities: 

Net income 
Adjustments to recondle net income to net cash 

provided by operating activities: 
Undistributed eamings of finance and 

msurance subsidiaries 
Depredation and amortization 
Defened income taxes 
Loss on early redemption of debt 
Changes in assets and UabiUties: 

Decrease (increase) in receivables 
Decrease (increase) in inventories 
Increase in other assets 
Decrease in accounts payable, income taxes payable 

and accmed UabiUties 
Other - net 

Net cash provided by operating activities 

Cash flows from investing activities: 
Purchases of investments 
Proceeds from sales of investments 
CoUections on notes receivable 
Capital expenditvures 
Proceeds from sales of property, plant and equipment 
Proceeds from sales of discontinued operations 

Net cash used by investing activities 

Cash flows from financing activities: 
Increase (decrease) in short-term debt 
Proceeds from issuance of long-term debt 
Prindpal payments on long-term debt 
Sale of Textton common stock to employee stock ownership plan 
Capital conttibution to fmance subsidiary 
Spedal distribution from finance and insurance subsidiaries 
Purchases of Textton common stock 
Dividends paid 

Net cash provided (used) by finandng activities 
Effect of exchange rate changes on cash 

Net increase (decrease) in cash 
Cash at beginning of year 

Cash at end of year 

'Net of an extraordinary dividend of $50.0 million. 
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1990 

$ 283.0 

314.6 

(147.1) 

(138.9) 
.2 

28.8 
3.7 

$ 32.5 

1989 

$ 259.2 

261.2 

(342.2) 

74.4 

(6-6) 

10.3 

$ 3.7 

1988 

$234.4 

(59.0)» 
182.0 
(13.7) 

-

(68.4) 
26.6 

(30.2) 

(31.5) 
25.8 

(114.1) 
178-6 

12.1 
-

78.8 
(89.1) 
(39.3) 

(17.1) 
(7.9) 

(82.0) 
171.4 

(.6) 
15.6 

(53.6) 
(21.3) 
(16.5) 

(135.3) 
5.6 

117.7 

(1.9) 
6.1 
4.0 

(168.5) 
13.2 

— 

(228.3) 
40.4 

9.6 
(209.9) 

13.3 
32.7 

(43.8) 
1.6 

11.0 
(192.8) 

12.4 
34.8 

(176.8) 

(.8) 
709.9 

(726.0) 
-
-

65.0 
(98.6) 
(88.4) 

1.0 
682-7 

(609.9) 
100.0 
(10.0) 

-
-

(89.4) 

(•7) 
581.5 

(324.6) 
-
-
-

(105.5) 
(87.1) 

63.6 
.2 

4.7 

5-6 

$ 10.3 

" ^ 

Financial Information for Textron's 
Finance and Insurance Subsidiaries 

Sta t emen t of I n c o m e 
For each of the three years ended December 31, 
(In millions) 1990 1989 

Revenues: 
Interest, discount and service charges 
Credit Ufe, credit disabiUty and casualty insurance premiums 
Non-canceUable disabiUty income, Ufe and group insurance premiums 
Investment income (including net capital gains) 

Total revenues 

Costs and expenses: 
SeUing and administtative 
Interest expense 
Provision for losses on coUection of finance receivables, less recoveries 
Credit Ufe, credit disabUity and casualty insurance losses 

and adjustment expenses, less recoveries 
Death and other insurance benefits 
Increase in insurance poUcy UabUities 
Amortization of insurance poUcy acquisition costs 

Net income $ 187.9 $ 168.1 

Balance Shee t 
(In millions) 

December 31, 
1990 

December 31, 
1989 

Assets 
Cash 
Investments 
Finance receivables - net 
Property, plant and equipment - net 
Unamortized insurance poUcy acquisition costs 
GoodwiU, less accumulated amortization of $113.6 and $95.0 
Other assets 

33.9 
3,338.8 
5,958.4 

103.4 
566.1 
355.1 
288.1 

$ 25.6 
3,064.2 
5,298.4 

100.5 
509-8 
373.7 
242.0 

Total assets $10,643.8 $9,614.2 

LiabUities and equity 
Accounts payable, income taxes and accrued UabUities 
Insurance reserves and claims 
Debt 
Equity 

698.8 
2,896.4 
5,318.9 
1,729.7 

$ 656.8 
2,564.4 
4,661.3 
1,731.7 

Total UabiUties and equity $10,643.8 $9,614-2 

Notes: 
(i) TFC derives a substantial portion of its business from financing the 
sale and lease of products manufactured and sold by Textron. In 1990, 
1989 and 1988, TFC paid Textron $355.7 million, $308.9 million and 
$312.3 million, respectively, for the purchase of receivables. Under an 
operating agreement with Textron, TFC generally has recourse to Textron 
with respect to finance receivables and leases of products manufactured 
and sold by Textron. At December 31,1990, finance receivables of $481.7 
miUion ($410.2 million at December 31,1989) were due from Textron or 
subject to recourse to Textron. 

1988 

$1,139.3 
287.4 
687.3 
330.4 

2,444.4 

666.3 
516.1 
123.5 

115.8 
339.8 
264.9 
126.1 

$1,007.8 
248.5 
587.8 
313-9 

2,158.0 

586.4 
470.0 
89.6 

100.1 
311.9 
224.0 
115.8 

$ 891.7 
223.2 
527.6 
294.2 

1,936.7 

533.6 
393.4 
85.0 

97-5 
285.0 
206.8 
106.9 

Total costs and expenses 

Income before income taxes 
Income taxes 

Income before extraordinary loss 
Exttaordinary loss, net of mcome taxes 

2,152.5 

291.9 
104.0 

187.9 

1,897-8 

260.2 
92.1 

168.1 

1,708.2 

228.5 
83-7 

144.8 
(28.0) 

$ 116-8 

(ii) Approximately 72%, 72% and 77% ofthe credit life and credit 
disability insurance premiums earned and 20%, 24% and 24% of 
the casualty insurance premiums earned in 1990,1989andl988, 
respectively, were related directly to AFS' consumer loan activities, 
(iii) The outstanding indebtedness of the finance and insurance 
subsidiaries at December 31,1990 and 1989 was as follows: AFS — 
$4.0 bUlion and $3.4 biUion, respectively; TFC — $1.3 billion and 
$1.3 billion, respectively. 
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Financial Information for Textron's 
Finance and Insurance Subsidiaries (continued) 

Statement of Cash Flows 
For each of the three years ended December 31, 
(In mUlions) 1990 

Cash flows from operating activities: 

Net income 
Adjustments to recondle net income to net cash 

provided by operating activities: 
Depredation and amortization 
Provision for losses on finance receivables 
Defened income taxes 
Increase in insurance poUcy UabiUties 
Amortization of insurance poUcy acquisition costs 
Gains on sales of investments 
Changes in assets and UabiUties: 

Additions to insurance poUcy acquisition costs 
Increase in other assets 
Increase (decrease) in accounts payable, uicome taxes payable and 

accrued UabiUties 
Increase in uneamed insurance premiums and reserves for 

insurance losses and adjustment expenses 
Other - net 

$ 187.9 

65.5 

21.1 
(21.8) 

Net cash provided by operating activities 

Cash flows from investing activities: 
Purchases of investments 
Proceeds from sales of investments 
Finance receivables originated or purchased 
Finance receivables repaid or sold 
Capital expenditures 

Net cash used by investing activities 

624.6 

(777.2) 
554.1 

(3,746.9) 
2,923.1 

(22.7) 

(1,069.6) 

Cash flows from financing activities: 
Increase in short-term debt 
Proceeds from issuance of long-term debt 
Prindpal payments on long-term debt 
Receipts from uiterest sensitive insurance products 
Retum of account balances on interest sensitive insurance products 
Capital contribution from Textton 
Spedal disttibution to Textton 
Dividends paid to Textton 

210.1 
1,250.3 

(825.2) 
108.9 
(97.2) 

(65.0) 
(128.9)* 

Net cash provided by finandng activities 
Effect of exchange rate changes on cash 

Net increase (decrease) in cash 
Cash at beginning of year 

453.0 
.3 

8.3 
25.6 

Cash at end of year $ 33.9 

'Includes an extraordinary dividend of $50.0 mUlion. 
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1989 

$ 168-1 

(17.5) 

24.9 
(31-5) 

424.9 

(722.6) 
557.5 

(3,627.5) 
2,744.3 

(30.3) 

(1,078.6) 

168.0 
1,027.0 

(468.1) 
103.0 

(111.9) 
10.0 

(54.0) 

674-0 

(-4) 

19.9 
5.7 

$ 25.6 

1988 

$ 116.8 

38.0 
143.3 

5.2 
264.9 
126.1 

(2.5) 

(182.4) 
(20.7) 

35.7 
109.4 
38.6 

224.0 
115-8 

(8.4) 

(182.5) 
(51.7) 

33.3 
106.9 
29.3 

206.8 
106.9 
(11.0) 

(171.3) 
(5.7) 

84.2 

12.9 
9.7 

518.8 

(796.3) 
538.0 

(3,232.9) 
2,491.0 

(25.0) 

(1,025.2) 

112.9 
742.6 

(362.8) 
95.6 

(79.2) 

(34.8) 

474.3 
.9 

(31.2) 
36.9 

5.7 
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Quarterly Financial and Stock Information 1990 and 1989 
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(Unaudited) 

(In millions except per share amounts) 

1st Quarter 

1990 1989 

2nd Quarter 

1990 1989 

3rd Quarter 

1990 1989 

4th Quarter 

1990 1989 

Income Statement Data: 
Revenues 
Aerospace Technology: 

HeUcopters 
Propulsion 
Systems 

214.6 
358.1 
253.2 

$ 293.3 
336.1 
182.3 

$ 300.4 
333.5 
246.5 

268-8 $ 304.8 $ 214.3 $ 375.6 $ 302.1 
334-4 279.9 310.1 356.6 350.6 
213.5 275.0 231.5 340.1 343.7 

Commercial Products 

Finandal Services: 
Finance and related Uisurance 
Other insurance 

825.9 

470.6 

309.2 
277.7 

586.9 

811.7 

495.8 

281-3 
236-1 

517.4 

880.4 

496.9 

319.9 
291.0 

610.9 

816-7 

495-1 

297.2 
238.3 

535-5 

859.7 

425.3 

332.7 
281.2 

613.9 

755-9 

434.2 

293.2 
251.5 

544.7 

1,072.3 

439.5 

345.2 
287.5 

632.7 

996.4 

466.7 

302.5 
257.9 

560.4 

Total revenues 

Income 
Aerospace Technology: 

HeUcopters 
Propulsion 
Systems 

$1,883.4 

$ 16.5 
40.7 
13.8 

$1,824-9 

$ 30.4 
35.0 
3.7 

$1,988.2 

$ 27.0 
32.4 
17.9 

$1,847.3 

$ 34.7 
31.6 
5.0 

$1,898.9 

$ 23.7 
32.6 
25.8 

$1,734.8 

$ 12.9 
29.4 
23.3 

$2,144.5 

$ 22.3 
33.3 
45.0 

$2,023.5 

$ 16-5 
36.5 
48.6 

Commerdal Products 

Finandal Services: 
Finance and related insurance 
Other insurance 

71.0 

46.8 

45.9 
25.5 

71.4 

69.1 

49.9 

40.4 
18-2 

58.6 

77.3 

54.9 

47.9 
22.7 

70.6 

71.3 

48.4 

43.1 
23.1 

66.2 

82.1 

31.9 

49.6 
25.1 

74.7 

65.6 

27.2 

42.3 
26.7 

69.0 

100.6 

32.9 

45.6 
29.6 

75.2 

101.6 

39.1 

43-7 
22.7 

66.4 

Segment operating income 
Corporate expenses and 

189.2 177.6 202.8 185.9 188.7 161.8 208.7 207.1 

other - net 
Interest expense - net 

Income before income taxes 
Income taxes 

Income before extraordinary 
loss 

Exttaordinary loss, net of 
income taxes 

Net income 

(18.9) 
(64.7) 

105.6 
39.4 

66.2 

$ 66.2 $ 

(15.8) 
(61.0) 

100.8 
37-5 

63-3 

63-3 $ 

(20.2) 
(66.2) 

116.4 
44.3 

72.1 

72.1 $ 

(15-4) 
(63-2) 

107.3 
38-5 

68.8 

(9.5) 

59.3 $ 

(18.0) 
(63.8) 

106.9 
40.3 

66.6 

66.6 $ 

(16-6) 
(60-8) 

84-4 
24.9 

59.5 

59.5 $ 

(17.2) 
(61.2) 

130.3 
52.2 

78.1 

78.1 $ 

(20.8) 
(68.5) 

117.8 
40.7 

77.1 

77.1 

Income per common share: 
Income before extraordinary 

loss 
Exttaordinary loss 

$ .73 $ .73 $ .80 $ .78 $ .75 
(.11) 

.66 $ .90 $ .85 

Net income $ .73 $ .73 $ .80 .67 $ .75 .66 $ .90 $ -85 

Common Stock Information 
Price Range: High 

Low 
Dividend per share 

$ 25V8 $ 29 $ 243/4 $ 281/8 $ 24% $ 293/8 $ 27y2 $ 27% 
$ 2iy8 $ 233/8 $ 22V2 $ 25V8 $ 193/8 $ 253/8 $ 195/8 $ 22% 
$ .25 $ .25 $ .25 $ .25 $ .25 $ .25 $ .25 $ .25 
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Five-Year Summary' 

(Dollars in mUlions except per share amow 

Revenues: 
Sales 

fs) 

Interest, discount and service charges 
Insurance premiums 
Investment income (including net 

Total revenues 

Costs and expenses: 
Cost of sales 
SeUing and administtative 
Interest expense 

capital gains) 

Provision for losses on coUection of finance 
receivables, less recoveries 

Insurance benefits and increase in 
UabUities 

Amortization of insurance poUcy 
acquisition costs 

Total costs and expenses 

poUcy 

Income from continuing operations 
before income taxes 

Income taxes 

1990 

$ 5,470.6 
1,139.3 

974.7 
333.0 

7,917.6 

4,370.1 
1,343.6 

774.6 

123.5 

720.5 

126.1 

7,458.4 

459.2 
176.2 

1989 

$ 5,272.5 
1,007.8 

836.3 
323.5 

7,440.1 

4,202.8 
1,252.5 

733-1 

89.6 

636.0 

115.8 

7,029.8 

410.3 
141.6 

1988 

$ 5,342.7 
891-7 
750-8 
300.3 

7,285.5 

4,307.9 
1,161-2 

601.9 

85.0 

589.3 

106.9 

6,852.2 

433.3 
161.2 

1987** 

$ 5,388.4 
829.3 
655.2 
291.3 

7,164.2 

4,387.7 
1,037.9 

580.2 

87-7 

528.2 

89.9 

6,711.6 

452.6 
191.5 

1986 

$ 4,688.1 
877.2 
675.3 
286.4 

6,527.0 

3,768.3 
995.9 
583.8 

96.4 

547.8 

111.2 

6,103.4 

423.6 
194.0 

Income from continuing operations before 
extraordinary losses 

Discontinued operations, net of income taxes 
Extiaordinary losses, net of income taxes 

283.0 268.7 

(9.5) 

272.1 

(37.7) 

261.1 
27.8 

(32.6) 

229.6 
16.3 
(6.7) 

Net income $ 283.0 $ 259.2 $ 234.4 256.3 $ 239.2 

Per common share: 
Income from continuing operations 
Discontinued operations 
Exttaordinary losses 

3.18 $ 3.02 $ 3.10 $ 2.97 $ 2.78 
- .32 .20 

(.11) (.43) (.37) (.08) 

Net income 

Dividends declared 

Average common shares outstanding 

$ 3.18 

$ 1.00 

89,014,000 

$ 2.91 

$ 1.00 

88,999,000 

$ 2.67 

$ 1.00 

87,910,000 

$ 2.92 

$ .975 

87,733,000 

$ 2.90 

$ .90 

82,564,000 

Financial Position at Year-End 
Total assets 
Debt: 

Textton Parent Company Bonowing 
Group 

Finance and insurance subsidiaries 
Shareholders' equity 
Book value per common share 

$ 14,891.5 $ 13,790.4 $ 12,554.1 $ 11,457.5 $ 11,517.8 

$ 1,925.4 
$ 5,318.9 
$ 2,662.4 
$ 31.00 

$ 1,956.0 
$ 4,661-3 
$ 2,547.1 
$ 28.24 

$ 1,788.6 
$ 4,079.2 
$ 2,384.9 
$ 27.60 

$ 1,489.7 
$ 3,571.3 
$ 2,307.2 
$ 25.39 

$ 2,212.9 
$ 3,642.1 
$ 1,847.2 
$ 22.38 

Other Data 
Capital expenditures*** 
Depredation*** 
Number of common shareholders 

$ 
$ 

191.2 

179.3 
33,000 

$ 
$ 

240.2 

173.6 
35,000 

$ 
$ 

219.9 

164-7 
36,000 

$ 
$ 

222.2 

152.7 
37,000 

$ 
$ 

185-4 

115-3 
36,000 

'Tlie results of operations of Ex-Cell-O are included from September 17, 1986. 
"In 1987, AFS sold its credU card receivables, resulting in an after-tax profit of $34.4 inillion ($.39 per Textron share). 
"These items relate to continuing operations only. 

62 

Directory of Divisions 

Aerospace Technology 

Helicopters 

Propulsion 

Systems 

Bell Helicopter Textron Leonard M. Horner, President 

P.O. Box 482 
Fort Worth, TX 76101 
(817)280-2011 

Helicopters and spare parts for the U.S. Government, foreign governments aud 
civilian markets; tiltrotor aircraft development: aftermarket sales of techiucal, 
training and logistics support services. 

Aircraft Engine Components A. Arthur Weigel, President 

RO, Box 11906 
Newington, CT 06131 
(203) 666-4601 

Airfoil Textron 

Gas turbine engine components such as discs, hubs, cases, and frames to 
customer design for engine producers and the spares market. 

Edward J. Breznyak, President 

RO. Box 4427 
Lima, OH 45802 
(419) 226-2900 

Fuel Systems Textron 

Fan blades, compressor blades, vanes, impellers and integrally bladed rotors for 
commercial and military turbine engines. 

WUliam G. Paterson, President 

700 N. Centennial 
Zeeland, MI 49464 
(616)772-9171 

Textron Lycoming 

Gas turbine engine fiiel metering components consisting of main engine fuel 
injector devices, ftiel metering and distribution valves and augmentor fuel 
injector systems for jet aircraft engine builders, the U.S. Government and 
commercial airlines. 

John R. Myers, President 

550 Main Street 
Stratford, CT 06497 
(203) 385-2000 

Gas turbine and piston engine manufacture, repair and overhaul; related 
products and services for military and commercial customers zvorldiuide. 

Avco Overseas Services Corporation Dieter F. Wolter, President 

Rark 10,17200 Park Row 
Houston, TX 77084 
(713) 492-3200 

Bell Aerospace Textron 

Logistics support to clients overseas, principally in the procurement of spare 
parts and equipment, and in the recruiting, screening and testing of qualified 
professionals. 

John W. Siedlecki, President 

RO. Box One 
Buffalo, NY 14240 
(716)297-1000 

Cadillac Gage Textron 

Microwave and inertial-based hardware and software products, including 
aircraft landing systems, inertial systems and components and subsystems for 
satellite communications. 

William C. Frank, President 

RO, Box 1027 
Warren, MI 48090 
(313) 777-7100 

HR Textron 

Lightweight armored combat vehicles, turrets, advanced suspension systems 
and weapon/turret control and stabilization systems for the U.S. and foreign 
governments. 

Richard J. Millman, President 

25200 W, Rye Canyon Rd. 
Valencia, CA 91355 
(805) 259-4030 

Textron Aerostructures 

Control systems for high-performance aircraft, space launch vehicles, 
helicopters, missiles and gas turbine engines. 

John S. Kleban, President 

P.O. Box 210 
NashviUe, TN 37202 
(615)361-2000 

Textron Defense Systems 

Aircraft wings and components for business, commercial and military aircraft, 
including the Gulfstream IV business jet, British Aerospace's BAel46 
commuter jet, A330/A340 Airbus program, and C-17 airlifter; nosecones and 
aft-skirts for Titan IV boosters. 

Harold K. McCard, President 

201 Lowell Street 
WUmington, MA 01887 
(508) 657-5111 

Advanced technology weapon systems, such as the reentry vehicle and fuze 
for the Peacekeeper missile; logistic services, including hardware and spares, 
for both Peacekeeper and Minuteman; development of a family of "smart" 
anti-armor munitions. 
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Systems 
(continued) 

Textron Filtration Systems Jan O. Johnson, President 

2323 Teller Road Advanced technology filters and filter systems for the military aud commercial 
Newbury Park, CA 91320 aerospace markets, chemical processing industries, fluid power markets, and 
(805) 499-2661 electronics and pharmaceutical industries. 

Textron Marine Systems John J. Kelly, President 

6600 Plaza Drive 
New Orleans, LA 70127 
(504) 245-6600 

Textron Specialty Materials 

Air cushion, amphibious assault landing craft for the U.S. Navy; a new 
aluminium motor lifeboat for the Coast Guard, and other innovative, high-
performance marine products for miUtary and commercial appUcations. 

Paul R. Hoffman, President 

Two Industrial Avenue 
Lowell, MA 01851 
(508) 452-8961 

High-temperature, high-strength advanced composite materials such as boron 
and sdicon carbide fibers in metal and ceramic matrices; carbon ftbers and 
carbon composites, and fire protection materials, principally for offshore energy 
exploration companies and chemical plants. 

Commercial Products 

Automotive 

Fasteners 
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CWC Castings John L. Kelly, President 

1085 W, Sherman Blvd. 
Muskegon, MI 49441 
(616)733-1331 

Automotive camshafts, steel and stainless steel castings. 

Davidson Exterior Trim Textron D, Michael Weston, President 

Route 6, Box 10 
Americus, GA 31709 
(912)924-6111 

Exterior trim parts, principally soft bumpers and body moldings, for North 
American automotive manufacturers. 

Davidson Instrument Panel Textron Frank J. Preston, President 

Orchard Park Advanced technology thermoplastic and polyurethane instrument panels for 
875 Greenland Rd., Bldg C automobile and light truck manufacturers in North America; newly formed 
Portsmouth, NH 03801 Davidson/Marley joint venture to produce instrument panels in Europe. 
(603) 433-4142 

Davidson Interior Trim Textron Richard J. Ferrari, President 

RO. Box 1504 
Dover, NH 03820 
(603) 742-0720 

McCord Winn Textron 

Polymer-based automobile trim components, including armrests, console 
assemblies, instrument panel components and door panel assemblies. 

William H. Walsh, President 

620 Washington Street 
Winchester, MA 01890 
(617)729-4400 

Randall 

Precision ftiel pump armatures, electric/pneumatic lumbar support systems, 
windshield washer systems, ftuid sensors, horn pads and molded plastic 
components for North American automobile and light truck manufacturers 
and their suppliers. 

Russell G. Downing, President 

P.O. Box 46334 
Cindnnati, OH 45246 
(513) 896-9400 

Functional and decorative metal parts in roll sections, stampings and tubular 
steel; bright metal and painted moldings; decorative plastic painted 
components and chrome-plated components; wheel ornamentation trim covers, 
hub caps and trim rings. 

Avdel pic John C. Marley, President 

Welwyn Garden City 
Herts AL7 IQB England 
44-707-372 624 

Camcar 

Specialized engineered fastening and assembly systems, including innovative 
hand-held and automatic assembly systems for global markets. 

James R. MacGilvray, President 

600-18th Avenue 
Rockford, IL 61104 
(815)961-5000 

Cherry 

Custom-engineered components and fasteners for many industries; automotive 
and commercial assemblies combining precision Camcar products with metal 
stampings, plastic and rubber components. 

George A. Andrews, President 

P.O. Box 2157 
Santa Ana, CA 92707 
(714) 545-5511 

Blind rivet fasteners and fastener instaUation systems for aerospace, 
automotive, transportation and other commercial markets. 
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Fasteners 
(continued) 

Townsend Robert P. Ross, President 

5250-77 Center Drive 
Suite 300 
Charlotte, NC 28217 
(704) 525-8003 

Threaded and non-threaded specialty fasteners; proprietary fastening systems; 
installation machines and precision cold-formed parts and subassemblies for 
the automotive, construction, electronics and offtce automation markets, as 
well as for all major consumer goods markets. 
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Outdoor Products E-Z-Go L.T. Walden, Jr., President 

P.O. Box 388 
Augusta, GA 30913 
(404) 798-4311 

Homelite 

Electric- and gasoline-powered golf and utiUty vehicles designed to move 
people and/or cargo of up to 3,000 pounds. 

Robert W. Reid, President 

14401 Carowinds Blvd. 
Chariotte, NC 28241 
(704) 588-3200 

Jacobsen 

Electric- and gasoline-powered string trimmers, hedge trimmers, brushcutters 
and chain saws; gasoline-powered blowers, generators, pumps, heaters and 
compactors; lawn mowers, riding mowers, lawn tractors and snow throwers 
sold under the Homelitejjacobsen names. 

Richard D. Miller, President 

1721 Packard Avenue 
Racine, WI 53403 
(414) 637-6711 

Quality grass mowing and turf maintenance equipment for golf course and 
commercial use; greens and fairway mowers, rotary mowers and other powered 
turf equipment. 
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Other Cone Drive Textron John G. Melvin, President 

240 East Twelfth Street 
Traverse City MI 49685 
(616) 946-8410 

Greenlee Textron 

Worm gears and speed reducers used in equipment in the mining, steel, 
aerospace, automotive, printing, packaging and brewing industries. 

Herbert L. Henkel, President 

4455 Boeing Drive 
Rockford, IL 61109 
(815) 397-7070 

Micromatic Textron 

Powered equipment, electrical test instruments and hand tools such as conduit 
benders, cable pullers and punch and die metal hole-making systems; 
woodworking tools and equipment including augers, router bits and 
polycrystalline diamond and indexible tooling. 

James F. Horgan, Chairman; Michael J. Brennan, President 

345 East 48th Street 
Holland, MI 49423 
(616) 392-1461 

Speidel 

Proprietary production machine tools, components and systems designed and 
manufactured for several industries. 

Alfred M. Massotti, President 

70 Ship Street 
Providence, RI 02903 
(401) 421-8600 

Watch attachments and fashion jewelry products, including identiftcatlon 
bracelets, neckchains and watches; British Sterling men's toiletries. 

Financial Services 
's.-i.) f ^ ' r t o . . ^A-• r.i,.j3nmi.u^^\i^f;\ 

Finance Avco Financial Services Warren R. Lyons, President 

RO. Box 19701 
Irvine, C A 92713 
(714)553-1200 

Consumer ftnancing, both unsecured and secured by personal property, 
through nearly 1,200 AFS loan offtces in the United States, Australia, Canada, 
New Zealand and the United Kingdom. 

Textron Financial Corporation Stephen J. Davis, President 

RO. Box 6687 
Providence, RI 02940 
(401) 621-4200 

Commercial ftnancing, including equipment leasing, commercial real estate 
ftnancing and secured lending and inventory financing directly through 35 
offices across the United States and indirectly through its relationships with 
manufacturers, dealers and financial intermediaries. 

Insurance Avco Insurance Services/Balboa Life and Casualty 
K v . . •,A.-..r j:^.avij i .aMi 

Carlton W. Honebein, President 

P.O. Box 19702 
Irvine, CA 92713 
(714) 553-0700 

Paul Revere Insurance Group 

Credit life and disability insurance; collateral protection; involuntary 
unemployment insurance; credit property and property/casualty insurance, 
sold in the United States, Australia, Canada and the United Kingdom. 

Charles E. Soule, President 

18 Chestnut Street 
Worcester, MA 01608 
(508) 799-4441 

Individual non-cancellable disability income insurance for professionals, 
corporate executives and small business owners; a ftill line of group 
insurance products, and individual life insurance and financial products. 
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Textron Board of Directors* 

B.E Dolan (1) 
Chairman and Chief 

Executive Officer 
Textron Inc. 
Providence, RI 

Joseph R. Carter (4,5) 
Retired Chairman 
Wyman-Gordon 

Company 
(manufacturing firm) 

Worcester, MA 

R. Stuart Dickson (1,3) 
Chairman 
Ruddick Corporation 

(diversified holding 
company) 

Charlotte, NC 

William M. Ellinghaus 
(1,2) 

Retired President, AT&T 
New York, NY 

James F. Hardymon (1) 
President and Chief 

Operating Officer 
Textron Inc. 
Providence, RI 

Principal Corporate Officers 

Webb C. Hayes, III (1,3) 
Partner 
Baker & Hostetler 

(attorneys) 
Washington, DC 

James R. Martin (1,4) 
Retired Chairman 
Massachusetts Mutual 

Life Insurance 
Company 

Springfield, MA 

Barbara Scott Preiskel 
(2,3) 

Formerly Senior Vice 
President and General 
Counsel 

Motion Picture 
Association 

New York, NY 

Sam E Segnar (1,4) 
Chairman 
Collecting Bank, N.A. 
Conroe, TX 

Jean Head Sisco (4,5) 
Partner 
Sisco Associates 

(management 
consultants) 

Washington, DC 

J. Paul Sticht (2,3) 
Retired Chairman 
RJR Nabisco, Inc. 

(international consumer 
products company) 

Winston-Salem, NC 

Robert P. Straetz (5) 
Retired Chairman 
Textron Inc. 
Providence, RI 

Martin D. Walker (2,5) 
Chairman and Chief 

Executive Officer 
M.A. Hanna Company 

(formulated polymers 
and natural resource 
concern) 

Cleveland, OH 

* Numbers indicate 
committee 
memberships 

(1) Executive Committee: 
Chairman, 
B.E Dolan 

(2) Audit Committee: 
Chairman, 
Barbara Scott Preiskel 

(3) Nominating 
Committee: 
Chairman, 
J. Paul Sticht 

(4) Organization and 
Compensation 
Committee: 
Chairman, 
James R. Martin 

(5) Pension Committee: 
Chairman, 
Jean Head Sisco 

B.E Dolan*** 
Chairman and Chief 

Executive Officer 

James F. Hardymon 
President and Chief 

Operating Officer 

Dennis G. Little* 
Executive Vice President 

and Chief Financial 
Officer 

Thomas D. Soutter*** 
Executive Vice President 

and General Counsel 

William E Wayland* 
Executive Vice President 
Human Resources 

Maurice G. Wilkins, Jr.** 
Executive Vice President 
Corporate Development 

Richard A. McWhirter*** 
Senior Vice President 

and Secretary 

Raymond W. Caine, Jr.* 
Vice President 
Corporate 

Communications 

Robert B. Clendenen** 
Vice President 
Internal Audit and 

Business Ethics 

Brian T. Downing 
Vice President and 

Treasurer 

Amold M. Friedman** 
Vice President and 

Deputy General 
Counsel 

Mary L. Howell** 
Vice President 
Government Affairs 

Gregory E. Hudson 
Vice President 
Taxes 

William P. Janovitz* 
Vice President and 

Controller 

Cecil W. Labhart*** 
Vice President 
Information Systems 

Services 

Loma E. Long*** 
Vice President 
Human Resources 

John L. Morse*** 
Vice President 
Risk Management and 

Insurance 

Principal Corporate 
Officers/Operations 

Gary E. Atwell** 
Group Vice President 

Robert D. Batting* 
Group Vice President 

Charles E Chapin*** 
Group Vice President 
Frank Gulden 
Group Vice President 

George H. Hartmann** 
Group Vice President 
Derek Plummer*** 
Group Vice President 
Richard A. Watson** 
Group Vice President 

Service with Textron and 
its subsidiaries/ 
divisions: 
* 5-9 years 
** 10-19 years 
***20 years and over 

Shareholder Informatioh 

66 

Annual Meeting to be held April 24 in Providence 
The annual meeting of Textron shareholders wUl be 
held at 10:30 a.m. on Wednesday, AprU 24,1991, at the 
Omni Biltmore Hotel, 11 Dorrance Street, Providence, 
Rhode Island. Shareholders are encouraged to attend. 

About Your Securities and Records 
The common stock of Textron Inc. is listed on the New 
York, Midwest and Pacific Stock Exchanges and quoted 
in the daily stock tables carried by most newspapers. 
The ticker symbol for Textron is TXT. Textron's 
preferred stocks are traded only on the New York Stock 
Exchange. 

First Chicago Tmst Company of New York, 30 West 
Broadway, New York, NY 10007-2192, acts as transfer 
agent, registrar and dividend paying agent for Textron 
stock and maintains all shareholder records for the 
corporation. First Chicago also acts as conversion agent 
for Textron's $2.08 preferred stock and its $1.40 
preferred dividend stock. 

Shareholders may obtain information relating to 
their share position, dividends, transfer requirements, 
lost certificates, conversion rights, dividend 
reinvestment accounts and other related matters by 
telephoning First Chicago Trust Company of New 
York's "Telephone Response Center" at (212) 791-6422. 
Shareholders must provide their tax identification 
number, the name(s) in which their shares are 
registered and their record address when they request 
information. This service is available to all shareholders 
Monday through Friday 9:00 a.m. to 5:00 p.m. Eastern 
Time. Shareholders also may obtain this and other 
information about their holdings by writing to First 
Chicago at the above address. 

Dividend Payments Mailed Quarterly 
Quarterly dividends are mailed with the intent of 
reaching shareholders of common and preferred stock 
on the first business day of January, April, July and 
October. Postal delays may cause actual receipt dates to 
vary. 

Free Automatic Dividend Reinvestment 
Textron's Shareholder Investment Service offers 
common shareholders of record a convenient method 
to purchase additional shares of Textron common stock 
without paying brokerage, commission or other service 
fees. 

Participants in the plan may choose to have all or 
part of their dividends automatically reinvested, make 
additional cash payments or do both in purchasing 
shares of Textron common stock. Brokerage expenses 
for these purchases are paid by Textron. Personal 
recordkeeping is simplified by an account statement 
that is mailed to participants. 

More information and an authorization form may be 
obtained by writing to the Secretary, Textron Inc., PO. 
Box 878, Providence, RI 02901 or by calling (401) 421-
2800-

Additional Information Available to Shareholders 
Questions about Textron should be directed to the 
Corporate Communications Department, Textron Inc., 
40 Westminster Street, Providence, RI 02903 or by 
calling (401) 421-2800. 

Form 10-K Available 
After April 1,1991, shareholders may, without charge, 
obtain copies of Textron's Form 10-K annual report 
filed with the Securities and Exchange Commission. 
Requests for this report should also be addressed to 
Textron's Corporate Communications Department. 
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